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@ Postal Telegraph > 


PostalT elegraphis the only 
American telegraph com- 
pany that offers a world- 
wide service of coordinated 
recordcommunications un- 
der a single management. 
Through the great Inter- 
national System of which 
Postal Telegraph is a part, 
it reaches Europe, Asia, 
The Orient over Commer- 
cial Cables; Central Amer- 
ica, South America and 
West Indies over All Amer- 
ica Cables; and ships at 
sea via Mackay Radio. 
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THE VALUE OF 
CONFIDENCE 


"Tue public’s confidence in the 
stability and sound management of 
the First National Bank in St. Louis, 
has made it the largest bank in 
St. Louis, and the Central West. 


With 75 years of experience, through 
good times and bad times, this great 


bank is particularly well fitted to 


provide a service to correspondents, 
not excelled anywhere in the United 
States. 


Resources Over $185,000,000.00 


1 
ONAL B 
Se. Louis’ Largest Bank 
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From now until the end of the 
summer, vacationists, motorists 
and most tourists will be travel- 
ing to Canada, New England and 
the National Parks. To give an 
idea of the large sums of money 
spent by these travelers, we have 
listed in the center of this page 
the amounts which were spent by 
them last year. Combined, these 
statistics represent a staggering 
sum. A like sum, it isreasonably ex- 
pected, will be spent this summer. 


At this very time domestic 
travel is at its height. Tourists, 
preparing to leave on their vaca- 
tions with large sums in their 
possession, represent a wonderful 
market for banks. Not, of course, 
for the sale of vacation equipment, 
transportation, or hotel accommo- 
dations, but the financial paper 
with which these things can best 
be bought—a financial paper that 
at the same time gives to the trav- 
eler a security and peace of mind 
that he could never enjoy with so 
much cash on his person. By this 
paper is meant American Express 
Travelers Cheques! 


At the time of withdrawal of 
any larger-than-usual amount, the 
bank teller by a courteous ques- 
tion and suggestion, can turn the 
withdrawal intoa profitable trans- 
action for the bank—a sale of 
Travelers Cheques. 


In this transaction the bank does 


in CANADA 


3,152,845 people 
visited the 


VV VV VV 


more than make a profit. IT 
MAKES FRIENDS. 

It supplies its patrons with a 
form of money which is readily 
spendable— American Express 
Travelers Cheques are accepted 
everywhere. 

It protects these patrons 
against loss and theft of their 
funds, thus insuring carefree va- 
cations—American Express 
Travelers Cheques are insured 
against loss and theft. Should such 
incidents occur, refunds are made. 

It supplies them with a ready 
means of identification where 
they need it most, on their trav- 
els—Through the American Ex- 
press Travelers Cheques double 
signature method. 

It procures for its patrons the 
services of a world-wide travel 
and financial organization—Users 
of American Express Travelers 
Cheques are entitled to the services 
of the American Express Company. 

For years past the American 
Express has urged the prospective 
travelers of America to buy 
American Express Travelers 
Cheques at banks. There is a vast 
travel market this year awaiting 
only the timely sales effort on the 
partof the bank and itsemployees. 


Steamship tickets, hotel reservations, itin 
eraries, cruises and tours planned and 
booked to any part of the world by the 


American Express Travel Service. 


AMERICAN EXPRESS TRAVELERS CHEQUES 


TRAVELERS CHEQUES 
AND 
TRAVEL SERVICE 
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Opportunity doesn’t knock 


in the bond market— 


you have to search it out. 


When the bond market is strong, there are countless opportunities 
to improve the condition of your bank’s bond account. To improve 
security and gain more stable distribution of your funds. 


But these opportunities aren’t labeled for your convenience. You 
have to keep a constant lookout for them. You have to search be- 
hind the scenes—be intimately acquainted with the daily develop- 
ments in politics, finance, business—to sense and be ready to take 
advantage of impending changes in investment values. 


If you haven't already found it out, we here at Moody’s can tell 
you that’s a big job. It takes experienced investment counsellors 
and analysts—specialists in rails, utilities, governments, foreigns, 
industrials—to do justice to the job here. If you’re expecting one 
officer in your bank to shoulder it alone, you're asking the im- 
possible. 


There are hundreds of banks that can’t afford to support their own 
investment staffs. But they’re not denying themselves the benefits 
of thorough investment supervision. They’re calling in the aid of 
Moody’s Supervisory Service . . . at a fee they can well afford. 


This service stands ready to guard your bond account with constant 
watchfulness, guide it with 


MOODY'S INVE STORS SERVICE | the personal counsel of an 


JOHN MOODY, President experienced staff. What it is 


65 BROADWAY 
BRANCH OFFICES 


NEW YORK CITY — doing for hundreds of banks 
IN ALL PRINCIPAL CITIES _ today, it can do for you. 


Our booklet “Management of the Bank’s Bond Account” describes the 
fundamentals of a sound investment policy for your bank. Write for your 
copy. We'll also send copies to your directors, if you wish. Just address: 
Moody’s Investors Service, 65 Broadway, New York City. 


Behind the Bond News 


pendicular an advance, in the 
month covered by this review, as 

to lend encouragement to the view that 
the forces of the depression are at last 
being routed. Led by the United States 
Government issues, virtually all classi- 
fications of domestic bonds have staged 
the sharpest rally of the depression. The 
market has been increasing steadily in 
breadth, the public together with insti- 
tutions has begun again to buy, and the 
volume of turnover has had a substan- 
tial expansion. 

As in the case of the stock market, 
bonds have won, rather than lost, sup- 
porters as the price advancement gained 
headway. Of great significance has been 
the fact that savings banks, for the first 
time during the year, have placed a 
greater amount of their funds in bonds 
than in real estate mortgages. The de- 
fection of the banks from the bond 
market, whether by choice or necessity, 
in the first half of the year served to 
magnify the one-sidedness of the mar- 
ket, and their return can be counted 
on to increase the momentum of the up- 
swing. It has been rather more than 
a coincidence that other institutions 
should have been won over to the bond 
market directly after the commercial 
banks and trust companies in New 
York banded together to buy some of 
the higher grade bonds for long term 
investment. 

The volume of new offerings has un- 
dergone a modest expansion—modest 
because of the earnest desire of the 
bankers not to “crowd” the market. 
Rarely have the investment bankers ex- 
ercised more judgment and restraint in 
gearing the supply of new issues to the 
demand. The Treasury, of course, still is the chief borrower, 
but here again the response to the most recent offering of 
certificates and notes was so overwhelming as to show a 
marked improvement in the amount of investable funds 
and a marked change in investing psychology. The demand 
for the four-year notes was particularly heartening. Several 
offerings of utility obligations have been snapped up with 
unusual eagerness, investors and dealers taking up a whole 
issue before it could-be put formally on the market. 


io bond market has had so per- 


THE INTANGIBLE FACTORS 


[HERE have been no news developments that would 
account entirely for the extraordinary strength of the 


bond market. The extension of the circulation privilege to 
Treasury long-term issues with a coupon of 33% per cent or 
less, as provided in the Glass-Borah rider to the Home 


Loan Bank Bill, has been an event of 
considerable importance to the Govern- 
ment bond market, and the fact that 
the August 1 interest date was cleared 
without any major domestic defaults 
contributed to the betterment of senti- 
ment. But the reasons for the swift rise 
in bond prices do not lie wholly on the 
surface of the news; instead, the intangi- 
bles have played the role of greater im- 
portance, with the chief contributing 
factor the very real beginning made in 
displacing fear from, and restoring con- 
fidence to, the minds of institutional 
and private investors, business men and 
bank depositors. So wide and so ener- 
getic an attack has been made on the 
forces of depression by Governmental 
and private business interests alike that 
the belief that the avenues of approach 
to better business are being paved has 
won supporters on all sides. Commodity 
prices have shown a sustained advance. 
Ordinarily this increase in staple prices 
and the promise of its continuance 
would affect bond prices adversely, but 
bond prices are still so low as to make 
the improvement in commodities a fav- 
orable, rather than an unfavorable, 
factor. 

It is undeniable that the increase in 
the supply of circulation bonds has ex- 
erted an influence on the helpful side. 
What the value of the increased circu- 
lation privilege will be when the need 
is to put the brakes on credit expansion 
is another question; but for the moment 
the right to issue more national bank 
notes has been of some assistance in 
lifting pressure and creating a better 

GALLOWAY atmosphere for credit expansion. The 
immediate effect of the passage of the 
Glass-Borah amendment has been the 
stimulation of the prices of new circulation bonds, which 
has brought corresponding improvement in the portfolio 
position of banks, insurance companies, etc. As the prices 
of the 33%s, 314s and 3s have attained or approached 
parity, the banks have been more inclined to acquire more 
Government issues and to increase their credit in other di- 
rections. Just as in some circumstances the appetite grows 
with eating, so the bond buying that banks and other large 
holders have already done has made them more disposed 
to add still further to their holdings. 


WIDE SECURITIES INTEREST 


HE rally in the circulation bonds has been such an 
event as may break the spiral of deflation and set in 
motion the tendencies to recovery, which will gain in 
breadth and momentum as (CONTINUED ON PAGE 65) 


5 


id 
| 
| 
| 
| 
he 
¢ 
4 
| 
| 


AMERICAN BANKERS ASSOCIATION JOURNAL, September 1932 


We’ ve actually proved that 


Bankers are 


Human Beings 


THEOREM: When we started this advertising a 
year ago, we were told (by people who knew) that we 
shouldn't say this and we shouldn't say that to bankers. 

But, being grocers and not advertising experts, we 
found it hard to believe that a banker's only diver- 
sion from adding up a column of figures was to add 
it down again. So we went ahead and told our story, 
never once concealing the fact that we enjoyed tell- 
ing it. 


PROOF: This is our twelfth ad. And the bankers 
have neither foreclosed the mortgage on the old 
homestead nor made fun of our potatoes. In fact, the 
other day a Big Banker said to us, “Say, how did you 
fellows ever happen to go into the chain store busi- 
ness? | always thought that a chain store grocer's 
only diversion from adding up a column of figures 
was to add it down again.” 


CONCLUSION: Bankers are human beings, 
too.—Q. E. D. 


COROLLARY: They both lived happily ever after. 


The Great ATLANTIC & PACIFIC Tea Company 
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Point P Plan 


WHILE CONGRESS RESTS 


PERHAPS the outstanding event of the period covered by this review 
was the announcement by the President of the United States, con- 
cerning the national conference of banking, business and industrial 
leaders in Washington on August 26. 

More than 150 leaders representing the 12 Federal Reserve districts 
were invited to meet with Mr. Hoover. The purpose of this congress 
is to coordinate Governmental and private business initiative so as to 
assure smooth working of the nation’s credit machinery. 

This action was foreshadowed by the President in his acceptance 
speech when he said, “I am today organizing the private industrial 
and financial resources of the nation to cooperate effectively with the 
vast Governmental instrumentalities which we have in motion, so that 
through their united and coordinated efforts we may move from de- 
fense to powerful attack upon depression along the whole national 


front.” 


RELIEF-RECONSTRUCTION 

IN carrying out the reorganization of 
the Reconstruction Finance Corpora- 
tion, President Hoover on July 26 
named Atlee Pomerene, former Senator 
from Ohio and a Democrat, to succeed 
Eugene Meyer as chairman of the 
board, and two days later selected 
Charles A. Miller, Utica banker, to 
succeed Charles G. Dawes as president. 
Mr. Miller is a Republican, but the 
board is as now comprised predomi- 
nantly Democratic. On August 3 the 
R.F.C. announced it had decided upon 
a three-point program for aiding the 
railways, the plan calling for the ex- 
tension of credit (1) for repairs, (2) 
for expansion of maintenance work, and 
(3) for purchasing new rolling stock. 
The next day the board, in its first ad- 
verse decision of the kind, denied the 
application of Governor Pinchot of 
Pennsylvania for a loan of $10,000,000 
to his state. Refusal was based on the 
contention that the state had not dem- 
onstrated that it had done all it could 
do from its own resources. 

President Hoover on August 6 named 


the new Home Loan Board, placing at | 
its head Franklin W. Fort, New Jersey | 


Republican, long active in banking and 
politics. 


B. E. F. 


FREQUENT clashes with the police 


reached their climax in Washington on 
July 28, and Federal troops were or- 
dered to the scene by the President, 
when the police confessed their inability 
to handle the situation. On the day that 
the veterans straggled into Johnstown, 


Pa., July 29, President Hoover issued a | 
statement defending his action in calling | 
he de- | 


out the troops. “We cannot,” 
clared, “tolerate the abuse of Constitu- 


tional rights by those who would destroy | 
all governments, no matter who they | 
may be. The Government cannot be 


coerced by mob violence.” Later, with 
funds whose source was not revealed, 
but which were believed to have been 
raised by the citizens of Johnstown, de- 
portation of the B.E.F. was begun from 
the Pennsylvania city on August 3, rail- 
road fare and food being provided to get 
them home. (CONTINUED ON NEXT PAGE) 


Travel home by water! 
... from the 


ABA Convention 


via the GREAT 
WHITE 
FLEE. 


All 


Expenses 


*200 up 


SAN FRANCISCO to NEW YORK 
. - including visits at 


tte Canal Zone 
ad Havana 


EAVE San Francisco Oct. 8, the day after 
the Convention closes, on the speedy 
new “Antigua”... one of the finest vessels 
of the new American Merchant Marine. At 
Balboa transfer by rail to Cristobal, board 
the popular ‘‘Calamares” Oct. 17, due in 
New York Oct. 24 via Havana. Fareincludes 
Canal Zone hotel and all meals. ALL OUT- 
SIDE ROOMS, famous service and cuisine. 
H. M. Huff, United Fruit Co. 
1001 Fourth Street, San Francisco, or Pier 3, 
North River, New York, or Local Agent. 


‘UNITED FRUIT COMPANY 


IN 
Los ANGELES 


AND 


SOUTHERN 
CALIFORNIA 


ECURITY - FiRsT 
NATIONAL BANK 
OF LOS ANGELES 


More than $500,000,000 
Resources 


IS THE LARGEST AND 
LEADING FINANCIAL 
INSTITUTION 


Fully equipped to do every 
kind of banking and trust 
business with branches in 
61 communities, extending 
from Fresno and San Luis 
Obispo to Imperial Valley. 


HOOVER MAPS CONCERTED 
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Dottars— 


Check Paper 
an ASSET ora 
LIABILITY ? 


The adoption of a really safe check paper by your 
bank is another important item in your column of 
assets. Gilbert Safety Bond, with its concealed pro- 
tective features, will be an asset to your bank. A 


“hidden” asset, so to speak. 


An attempt at alteration by erasure or ink eradicator 
causes this “hidden” asset to immediately become ac- 
tive through the discoloration of the paper. The most 
delicate erasure removes the surface tint color, and 
any chemical eradicator produces a brown stain, in 
event an alkali is used, and a blue stain when acid 


is used. 


GILBERT PAPER COMPANY, Menasha, Wisconsin 
HT HT HTH HH HH HHH 


GILBERT PAPER CO. 
Menasha, Wis. 


Please mail a copy of “A Story oF a Ratsep CHECK” without 
cost or obligation. 


PRE-ELECTION 


PRESIDENT HOOVER was formally 
notified of his nomination for reelection 
on August 11. In his acceptance speech, 
which was broadcast throughout the 
world, he summarized the various steps 
which had been taken under his direc- 
tion by the Federal Government during 
the past three years to combat the ef- 
fects of the depression. He urged a 
change in the 18th Amendment giving 
each state the right to deal with the 
liquor problem, subject to Constitu- 
tional guarantees protecting dry states 
and avoidance of the return of the 
saloon. He opposed cancellation of the 
war debts; urged joining the World 
Court “with proper reservations”; de- 
fended the protective tariff; opposed the 
entrance of the Federal Government in- 
to the power business; and favored con- 
tinuance of the Federal Farm Board. 
Governor Roosevelt opened his cam- 
paign for the Presidency on July 30 
with a radio speech in which he urged 
a lowering of the tariffs “in order to 
make cancellation unnecessary”; also, 
the remonetization of silver “in order 
to restore the purchasing power of half 
the inhabitants of the world”. On Au- 
gust 1 it was reported that Mayor 
Walker, if he should be removed by 
Governor Roosevelt as a result of hear- 
ings on the Seabury charges which com- 
menced on August 11, would run for 
the governorship. Senator Borah, on 
August 2, declared that he would sup- 
port the party in his own state, but 
would not support the Hoover-Curtis 
ticket on the Republican platform. 


ABROAD 


POLITICAL unrest continued in Ger- 
many during the past month, providing 
the most unsettling element in the prog- 
ress of Europe toward stability. On July 
18, following political clashes in Prussia 
which had taken 20 lives and resulted 
in injuries to more than 200, Chancellor 
von Papen issued a decree reinstituting 
the ban on all outdoor demonstrations 
and parades. Two days later control of 
Prussia passed into the hands of the 
Reich government, when von Hinden- 
burg issued an emergency decree ap- 
pointing von Papen the federal commis- 
sioner for the state, with full authority 
to depose its acting government, headed 
by Otto Braun, Socialist premier. The 
German elections held on Sunday, July 
31, did little to clear the air. The 
National Socialists of Adolf Hitler re- 
turned 229 members to the new Reich- 
stag, against 107 in the last chamber, 
but failed to obtain a clear-cut majority. 
In the middle of August Germany was 
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in a waiting attitude while a stalemate 
existed between Hindenburg and Hitler. 
Hitler, while offering assurances that he 
would not conduct a “Putsch”, refused 
all compromise and demanded the chan- 
cellorship. This, Hindenburg refused to 
give him. 

In Italy, Foreign Minister Dino 
Grandi, four other ministers, and eleven 
under-secretaries of state were relieved 
of their posts on July 20 in a sweeping 
reorganization of the cabinet by Musso- 
lini. In addition to the premiership, 
Il Duce now holds the portfolios of 
Foreign Affairs, Home Affairs, and 
Corporations. In London the shake-up 
is believed to have resulted from the 
subservience of Grandi to England at 
Lausanne. 

An abortive Royalist revolt occurred 
in Spain on August 9. It was put down 
within a few hours and General José 
Sanjurjo, its leader, was taken captive. 

In South America, trouble broke out 
on July 31 between Bolivia and Para- 
guay in the disputed Chaco region. 
Nineteen Pan-American nations, join- 
ing in identical notes to the two coun- 
tries, declared that they would not rec- 
ognize any territorial gains made by oc- 
cupation or force of arms, thus applying 
the policy inaugurated by Secretary 
Stimson in respect to Japan in Man- 
churia. 

The British Empire Trade Confer- 
ence opened at Ottawa, Canada, on 
July 21, and was still in session at mid- 
August. The most important discussions 
were those centering around tariff con- 
cessions to be exchanged between Can- 
ada and the United Kingdom. Guesses 
varied as to how seriously such an 
agreement would affect the United 
States, assuming that the Dominion and 
the mother country could get together 
on terms. One estimate was that it 
would affect $50,000,000 of our annual 
trade with Canada, on the basis of 1929 
figures, chiefly in steel, anthracite, tex- 
tiles, machinery, and electrical supplies. 
India and South Africa refused to sub- 
scribe to the theory of a self-contained 
British Empire. 

The Irish question appeared on Au- 
gust 14 to have taken on a new aspect 
when a manifesto was issued by the 
Old Free State Army Comrades’ Asso- 
ciation, which virtually threatened de 
Valera with the formation of a “White 
Guard” as an offset to the “Republican 
Army”. The Army Comrades are Cos- 
grave sympathizers. 

On July 18, Jean Jules Jusserand, 
French Ambassador to the United 
States for 23 years, died in Paris at the 
age of 77. (CONTINUED ON PAGE 52) 


A 
Clearing House 


of Service 


A bank, like other institutions and 
organizations engaged in public 
service, reflects the character of 
those whom it serves and of those 
who serve it. 


This Bank numbers among its 
clientele and correspondents the 
leading financial institutions here 
and abroad. Whether located in 
small town or large city, each 
contributes something of its own 
strength and facilities to the 
mutual interest of all. 


The distinguishing features that 
have made this group of banks suc- 
cessful each in its own field insure a 
high quality of service availabletoall 
our depositors and correspondents. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus... . . $42,000,000 
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WAGE EARNER disabled through 
an industrial accident represents a 
serious human and economic waste. 


that is done after an acci- 
dent is too late. Prevention of accidents 
is the only constructive answer. 


The accident prevention effort con- 
ducted by mutual casualty insurance 
companies among their compensation 
policyholders has been effective. The in- 
terest and cooperation of both manage- 
ment and Hc have been enlisted. 

Thousands of individual plants in- 
sured in mutual companies have re- 
duced accidents as much as 50% as 
compared with previous records. 


Many benefits to the employer, mu- 
tually insured, come from reduction of 
cline among them the very prac- 
tical benefit of substantial reduction in 
insurance cost. This comes about in two 
ways; first in a more favorable insur- 


ance rating; second through a dividend 
amounting to a considerable part of the 
premium. 

A large number of the leading in- 
dustrial corporations of the country are 
mutually insured. The outstanding ad- 
vantages of the mutual plan of insurance 
which has attracted these large risks are 
equally available to the smaller em- 
ployer, and to the individual car owner. 


FREE—an interesting booklet outlin- 
ing the principles and operation of mu- 
tual insurance will be sent on request. 
Address the National Association of 
Mutual Casualty Companies, Room 
2100C, 230 N. Michigan Ave., Chicago. 


MUTUAL PROTECTION IS AVAILABLE 
FOR THESE CASUALTY RISKS: 
Accident + Automobile (all forms) 

Burglary and Theft + Fidelity 
Liability (all forms) + Plate Glass 


Property Damage «+ Workmen’s Compensation 


A DISTINCT FORM OF INSURANCE 


Mutual insurance, founded in 1752, is older 
than any other form of insurance and differs 
from all others in certain respects. The mutual 
policyholder benefits by the success of his 
company through dividends which reduce the 
net cost of insurance. 

The member companies of the National 
Association of Mutual Casualty Companies 
have a combined annual premium income in 
excess of $75,000,000, and have paid to policy- 
holders in dividends in the past ten years over 
$103,000,000. 

The soundness and stability of mutual cas- 
ualty insurance are evidenced by the fact that 
without exception these companies have been 
able to return substantial dividends during 
1930 and 1931, in addition to maintaining full 
legal reserves. 


Largest Pump Manufacturer 
a Mutual Policyholder 


Typical of the outstanding industrial firms in- 
sured on compensation risks in mutual com- 
panies is Goulds Pumps, Inc., of Seneca Falls, 
New York, the world’s largest makers of 
pumps exclusively. 


MUTUAL CASUALTY INSURANCE 


An American & Institution 


These Old Line, Legal Reserve, Mutual Companies are Members of Nationat Association oF Mutuat Casuatty Companies and AMERICAN Mutua ALLIANCE 


(American) Lumbermens Mutual Casualty Co., of Illinois, 


New York City 
American Mutual Liability Insurance Co., Boston, Mass. 
Builders Mutual Casualty Co., Madison, Wis. 
Central Mutual Casualty Co., Kansas City, Mo. 
Employers Mutual Casualty Co., Des Moines, Ia. 


Employers Mutual Liability Insurance Co., Wausau, Wis. 


Exchange Mutual Indemnity Insurance Co., 
Buffalo, N. Y. 
Hardware Mutual Casualty Co., Stevens Point, Wis. 
Interboro Mutual Indemnity Insurance Co., 
New York City 
Jamestown Mutual Insurance Co., Jamestown, N. Y. 
Liberty Mutual Insurance Co., Boston, Mass, 


Lumbermens Mutual Casualty Co., Chicago, Ill. 
Merchants Mutual Casualty Co., Buffalo, N. Y. 
Michigan Mutual Liability Co., Detroit, Mich, 

Mutual Casualty Insurance Co., New York City 

Texas Employers Insurance Association, Dallas, Texas 
U. S. Mutual Liability Insurance Co., Quincy, Mass. 
Utica Mutual Insurance Co., Utica, New York 
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Like 
..» Like Son. . 


pment makes a big difference. Three years ago the Fidelity and 
Guaranty Fire Corporation came into being. At the end of the first 
year, it had 3,342 agencies. Today the number exceeds 4,500. 


Why could this new company build so quickly an agency organization 
matched only by many older fire companies? The answer is Heredity. The 
F. & G. Fire began business with a well-established reputation, earned by 
its parent company—the U. S.F. & G. 


Agents and brokers knew that the U. S. F. & G. has always lived up to 
its policy. Adjust quickly: pay promptly. They knew that the fire company 
would adhere to the policy established by its parent. They knew that, al- 
though an agent or broker gets his income from premiums, it is prompt 
payment of claims that helps build his reputation and business. 


That is why they are aligning themselves with the Fidelity and Guar- 
anty Fire Corporation. Three years of experience have proved their 
confidence justified. Like its parent organization, the Fidelity and Guaranty 
Fire Corporation has never been late in payment of a claim. 


Unexcelled service on all casualty, surety, fire, automobile and inland marine lines 
through 11,000 Agencies and Branch offices in the United States and Canada. 


Fidelity and Gaments Fire Corporation 


which is affiliated with 
United States Fidelity and Guaranty Company 


HOME OFFICES: BALTIMORE, MD. 
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A Million A Day 
Paid By Chicago Packers 
For Live Stock 


During the five years, 1927 to 1931 
inclusive, Chicago meat packers paid 
more than a billion and a half dollars 
for cattle, calves, hogs and sheep — an 
average of more than one million dollars 
each business day. And in the conduct 
of their business, representative packers 
use the commercial banking facilities 


of the Continental Illinois Bank 


CONTINENTAL ILLINOIS 
BANK AND TRUST 
COMPANY 


CHICAGO 
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How Much Do Banks Pay 
for Deposits? 


By FRANK W. SIMMONDS 


banking in this country in the last 

few years has been the accumula- 
tion of evidence that the profession is 
returning to one of its first principles. 
Banks are reaffirming the truth, for- 
saken gradually for slightly more than 
a century until the abandonment was 
practically complete three years ago, 
that a commercial bank is a custodian 
instead of a borrower of depositors’ 
funds and that its primary function is 
to maintain those funds at parity of de- 
posit rather than to act as a sort of 
arbitrager, sustaining existence by 
snatching the difference in rates between 
the borrowers’ and lenders’ market. 

The practical result of this change in 
the banking concept has been a pro- 
nounced trend away from the payment 
of interest on deposits. Especially has 
this tendency been marked in the case of 
demand deposits, where the idea has 
taken hold so strongly that nearly half 
of a representative group of banks in 
virtually every state in the Union, re- 
cently sounded out, through their clear- 
inghouses, by the Bank Management 
Commission of the American Bankers 
Association, have ceased entirely to al- 
low interest on current accounts of in- 
dividuals and corporations. 

Most of the other half have circum- 
scribed the payment of interest on de- 
mand deposits by the adoption of rules 
for free balances, deduction of required 
reserves (or an even greater percent- 


ic most notable development in 


age) before the calculation of interest, 
and minimum activity for accounts. 
Much slower progress has been made in 
reducing interest rates on time, savings, 
public and other bank deposits, but 
headway quite definitely has been made 
there, too. 

The stress of economic circumstance 
has been responsible for the striking 
change that has come about in banking 
practice rather than the voluntary de- 
sire to reassert the banking philosophy 
of an earlier day. But whatever the 


Mr. Simmonds is Deputy Manager of 

the American Bankers Association, and 

Secretary of the Bank Management Com- 
mission of the Association 


cause, the net result has been the same; 
and those bankers who are the closest 
students of banking theory and practice 
are already concerned over ways and 
means to retain the ground that has 
been so hard won. 

In finding a parallel for the recent 
change in the attitude of bankers to- 
ward demand deposits one has the 
choice of turning either to some of the 
remoter pages of banking history or to 
the contemporary example of a class of 
banks for which safety and unques- 
tioned solvency are the chief watch- 
words. Reference is made to the banks 
of issue—the Federal Reserve Banks, 
the Bank of England, Bank of France, 
etc. They do not pay interest on de- 
posits, and the reasons which guide 
their policy in this respect are not with- 
out applicability to the problems con- 
fronting commercial banks. Banks of 
issue are not permitted to pay interest 
out of fear that their policies would be 
less sound if they were faced with the 
necessity of amassing earnings large 
enough to maintain interest payments. 

The lustre surrounding the name of 
a bank of issue is the greater because 
the safety of the funds left with it is 
its guiding motive; nevertheless, its 
profits averaged over a period of years 
are large enough to provide a fair re- 
turn on its capital. 

Perhaps in history, however, is to be 
found the more satisfactory approxima- 
tion of the attitude recently adopted 
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toward the commercial banking func- 
tion by an increasing number of bank- 
ers. Prior to the 19th century practically 
all bankers in the English speaking 
world took the view that sufficient value 
was being given for the use of deposi- 
tors’ funds if those funds were kept 
instantly available not only for the de- 
positors but also, in the form of loans, 
for the community as a whole. Deposi- 
tors’ needs even in excess of normal 
requirements were to be filled at all 
times, and at the same time the ac- 
cumulation of funds was to be used with 
due discretion in promoting the com- 
merce, trade and well-being of the com- 
munity served by the bank, thus further- 
ing the interest of depositors and en- 
abling them to increase their surplus 
funds. If those with funds were in search 
of income they turned to investments, 
which did not decrease the amount of 
depositable funds but merely transferred 
ownership of them. 

It was around the turn of the 18th 
century that the superficial resemblance 
was widely discovered between the loans 
which a bank makes to a customer and 
the deposits left with a bank. Both the 
deposit and the advance to a customer 
were loans, it was contended, and since 
the latter bore interest the former also 
should be entitled to some return. With 
savings and certain classifications of 
time deposits some degree of plausibil- 
ity can be established for this conten- 
tion, but in the case of demand deposits 
the two functions are essentially differ- 
ent, and the distinction between them 
has been more and more submerged in 
the last century. 


“NEW FASHIONED BANKERS” 


WE find “The Bankers Magazine” in 
1850 asserting that the “new fashioned 
bankers” allowed a certain rate of in- 
terest for money placed in their hands. 
The fact that the banks of Scotland 
followed this principle to the greatest 
extent no doubt hallowed the practice 
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GRAND AVERAGE 


The Average Interest 


Regional and State Averages for the Five 
Types of Deposits, Based on Replies from 
Banks in 43 States and District of Columbia 
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2.27 
1.61 
1.96% 


3.29% 3.30% 


beyond its due. The country banks in 
England followed the example of their 
Scottish contemporaries, paying interest 
on the balance of a running account and 
charging commission on the amount of 
money withdrawn. It is of importance 
to note, however, that at that time the 
London banks generally did not allow 
interest on deposits and did not charge 
commission on withdrawals. 

The earliest known bank in the United 
States to pay interest on deposits was 
the Farmers Bank of Maryland in 1804. 
But once a start was made the practice 
spread rapidly, arousing opposition 
from economists, banking supervisors 
and legislators as its popularity grew 
among bankers. In 1816 the opposition 
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SOUTHERN 
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was strenuous to the payment by Phila- 
delphia banks of interest on the de- 
posits of other banks. Holding that the 
receiving of deposits at interest was “to 
say the least of it, very questionable,” 
Massachusetts legislators in 1837 passed 
a law restricting the interest payments 
to accounts of the state, savings banks 
and other commercial banks. 

The pronounced trend away from 
the payment of interest on demand de- 
posits and the success in holding de- 
posits in spite of this move are two of 


These charts permit quick comparisons 
of the average interest rates for each 
type of deposit, by regions and with the 
grand or national average in each case 
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Rates on Bank Deposits 


The Results of an Extensive National Survey 
Conducted by the Bank Management Com- 
mission of the American Bankers Association 
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the most striking features of the nation- 
wide survey just completed by the 
Bank Management Commission of the 
American Bankers Association into the 
rates of interest now being paid on the 
several classes of deposits by clearing- 
house banks and the effect which these 
regulations have had on the balance of 
deposits. Of the 244 reporting clearing- 
houses the members of 111 had discon- 
tinued entirely the payment of interest 
on demand deposits. Members of 71 of 
these 111 clearinghouses supplied infor- 


Note the varying progress of the non- 
interest-paying movement on demand 
deposits. The basic figures for these 
charts are given in the tabulation above 
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mation as to whether they had lost de- 
posits after abolishing interest on cur- 
rent accounts. Only eight of the 71 
reported any loss of deposits after the 
change, and two of the eight explained 
that the loss was “not much.” 
Clearinghouses in 43 states and the 
District of Columbia replied to the As- 
sociation’s questionnaire. Forty-five per 
cent of them reported that their mem- 
bers were not paying interest on check- 
ing accounts. Six of seven reporting 
clearinghouses in Mississippi stated that 
their members were not allowing inter- 
est on demand accounts, while in Ten- 
nessee the proportion was three out of 
four, in Illinois eight of ten, in Iowa 
seven of eight, in Minnesota six of nine, 


STATES 
EASTERN 


SOUTHERN 


CENTRAL 


WESTERN 


GRAND AVERAGE 


in Missouri nine of 11, in Wisconsin six 
of ten, in Kansas seven of ten, in Mon- 
tana three of three and in South Dakota 
four of four. 

The Pacific Coast has been more in- 
clined to join in the movement than 
the East has; in California, for instance, 
eight of 17 reporting clearinghouses 
were not paying interest on demand de- 
posits. In Connecticut, however, the 
four reporting clearinghouses were still 
crediting interest on current accounts, 
as were the seven in Massachusetts. 
The Phillipsburg, N. J., and Easton, 
Pa., clearinghouses had in effect a modi- 
fied plan for discontinuing interest on 
this class of deposit, while in New York 
two of seven replies indicated no inter- 
est was being paid on demand deposits. 
In Pennsylvania 11 of 22 had removed 
themselves from the group paying in- 
terest on demand accounts. 

The experience of members of 71 
clearinghouses freed of the responsibility 
of paying out interest on checking ac- 
counts offered testimony to the impu- 
nity with which banks can take the re- 
cently uncommon step of discontinuing 
interest on current accounts. As afore- 
said, 63 of the 71 reported that their 
members had suffered no adverse effect 
on deposits from taking this step, and 
two more stated that their losses were 
small. Two of five in Iowa said their 
members had lost some deposits on re- 
duction of interest rates, but whether 
these withdrawals were due chiefly to 
elimination of interest on demand de- 
posits or to alterations of rates on other 
classifications of deposits was not made 
clear. One of six clearinghouses in Min- 
nesota, one of two in Colorado, one of 
three in Montana, one of one in North 
Dakota and two of four in South Da- 
kota stated that they had lost some de- 
posits after rate changes. The experience 
of one South Dakota clearinghouse is 
revealing. It reported some deposits lost, 
but added that they were in the time 
certificate of (CONTINUED ON PAGE 60) 
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FFICIENT service, friendly at- 
mosphere, comfortable quarters— 
the old standbys have been pushed 

way back on the shelf. Today all other 
advertising themes are subordinated to 
the one key appeal—‘“Strength.” 

Banks cannot, in justice to depositors, 
abandon their conservative liquid posi- 
tions until they have secured beyond 
all possibility of doubt the full confi- 
dence of the public. This means not 
only their depositors but also every 
Tom, Dick, and Mary who take it upon 
themselves to state “that bank is weak” 
or “I heard so-and-so, who heard from 
so-and-so that that bank is frozen.” 
In other words the great enemy that 
must be licked and licked properly is 
rumor. Rumors cease only when they 
are so obviously ridiculous in the eyes 
of all people that no one desires the 
responsibility of passing them on. 

The lack of confidence on the part 
of the public throws banking institu- 
tions into the dizzy whirl of a vicious 
circle. They must stay liquid to meet 
any demands by their own depositors 
and also to be in a position to assist 
less fortunate institutions. Liquidity of 
60 and 70 per cent means that the 
amount of money which banks can loan 
to commercial enterprises is radically 
reduced. Tight money means that only 
the very prime borrowers can get credit. 


 Strength— 


“This fall when advertising takes its usual spurt after 
the quiet summer months, some variation of the 
‘strength theme’ will undoubtedly dominate most bank 
advertising copy,” say Mr. Ilg, who is vice-president 
of the National Shawmut Bank of Boston. “It may be 
built on age, on record, on personnel, on directors, or 
on the hundred and one other factors that go to make 
for security. But the basic theme will be the strength 
of the institution. Advertising has taken the form of 
insurance, bought with the idea of stopping trouble 


before it starts” 


ADVERTISING 


By RAY A. ILG 


This naturally works a hardship on 
business, and poor business in turn 
shakes the confidence of the people in 
the ability of business in general and 
banks in particular to weather the 
storm. 

There is one place where this circle 
can be broken. That is public opinion. 
The public must be made to take the 
initiative and to show a sincere con- 
fidence in banks. When the banker can 
feel that there will be no undue demand 

on him for the liquida- 
tion of deposits, then and 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET~ BOSTON 


THROUGH THIS PERIOD... 


TRUE STORIES OF MEETING TODAY'S BUSINESS PROBLEMS 


IN 1907, °21 AND ’31 THEY OUT- 
WITTED THEIR COMPETITORS 


counts opened —all first- 


OUTSTANDING STRENGTH 


only then can he loan 
more freely to business. 
The banker cannot safe- 
ly make the first move. 

Advertising’s big job 
this fall is to promote 
this confidence. That is 
why I believe that 
strength, security. and 
stability will form the 
fundamental background 
for all types of financial 
advertising. Not long 
ago the rate of interest 
paid was quite a factor 
in the shifting of ac- 
counts. It would be fool- 
ish to state that people 
no longer pay attention 
to the rate of interest, be- 
cause they do; but this 
matter of interest is to- 
day secondary to the de- 
sire for safety of capital. 

In New England the 
problem of securing con- 
fidence possibly is not so 
acute as in some other 


om retailers all 


For example, in New England— 


sections of the country. 


_ “How shall we advertise? What 


copy appeal will best meet our 
problems during the next six 
months?” Mr. Ilg and Mr. Brock- 
man outline here their recommen- 
dations, based on their experience 
and on conditions as they see 
them in the East and Middle West 


Here, our task is one of solidifying and 
stabilizing confidence rather than re- 
gaining it. I think it can be safely said 
that at no time during this period have 
the people of New England lost con- 
fidence in their banking system, but it 
is true here as well as every place else 
that the element of strength has been 
placed high on a pedestal as the pri- 
mary requisite in the selection of a de- 
pository for funds. 
* Bank advertising during this peri- 
od does not have new business as its 
main objective. Advertising has taken 
the form of insurance, bought with the 
idea of stopping trouble before it starts. 
Bank advertising today must mold pub- 
lic opinion and help avoid the pitfalls 
of vicious and uncalled for rumor. 
The bank that will grow the fastest 
on the upturn of business is the bank 
which today devotes its greatest efforts 
towards building loyalty and securing 
consistent support from present cus- 
tomers. Customers, taken safely through 
this period, will be the real new business 
getters when the time for that type of 
bank promotion and advertising ar- 
tives. (CONTINUED ON PAGE 69) 
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Confidence— 


“The issue is clear-cut. The advertising objective is 


definitely pointed toward rebuilding confidence in the 


management of the individual banks and, upon this 


confidence, rebuilding deposits,” 


says Mr. Brockman, 


who is assistant secretary of the Northwest Bancorpora- 


tion of Minneapolis. “This can be done only by 


frankness. The bank that does not admit losses and 


charge-offs under present conditions will arouse sus- 


picion and break down confidence to a greater degree. 


It is a job for each individual bank and cannot be 


done on a nationwide, cooperative basis” 


OBJECTIVES 


By W. E. BROCKMAN 


Next month the JOURNAL will pre- 
sent the views of two other men well 
known in bank advertising circles, 
who are directing the programs 
of their own institutions and who 
are close to the banking problems 
of their own and other banks in 


the South and the Pacific West 


HAT should be the advertising 

\\/ policy for banks during the next 

six months? 

Bankers are turning this question over 
in their minds but few have come to 
any definite conclusion. Advertising 
agencies, publicists, and propagandists 
have offered many suggestions. Some 
advance the theory that banks should 
attempt to justify their policies—yea, 
their very existence—by a long expla- 
nation of banking operations from a 
mechanical standpoint. Others look to 
general publicity as a solution, while the 
ultra-conservatives believe that banks 
should just “saw wood” and keep their 
houses in order from an operating 
standpoint. All of these suggestions have 
merit to some degree—some more than 
others. 

Behind all of this uncertainty, there 
is the history of bank failures, followed 
by the loss of confidence; the decline in 
deposits, reduced earnings, installation 
of service charges and reduction of in- 
terest; new loan policies, based upon 
the customer’s ability to pay (the only 
sound way in which to loan money), 
and many other practices and policies 


that are new to the average customer. 
We cannot hope to change the viewpoint 
of the customer overnight. An elaborate 
advertising campaign of an explanatory 
nature would fail to accomplish the de- 
sired results and might even arouse sus- 
picion. The public is in a sensitive mood 
and must_be_ handled 
with extreme diplomacy. 
It is a matter of record 
that many of the failures 
of the past two years 
have been the result of 
some act that has aroused 
the suspicion of the pub- 
lic, which caused a rumor 
and, subsequently, the 
closing of a good~bank. 

Advertising has been 
looked upon too long as 
a “necessary evil” by 


the ability and judgment to build a 
program to fill the need. It is fair to 
predict that with advertising men of 
broader vision the history of bank fail- 
ures would have been vastly different. 

The scope of this article covers what 
should be the first objective for North- 
west banks this year from an advertis- 
ing standpoint. 

During the next six months the banks 
of the country should inaugurate ag-- 
gressive compaigns to rebuild their de- 
posits and reestablish confidence in 
their own institutions. Many are dis- 
cussing such programs and some are 
setting up programs that will be put 
into effect when money begins to come 
in from the new crops. 

Curtailed expenditures have been 
necessary to offset reduced earnings. A 
good crop, even at present prices, will 
mean a greater volume of business for 
the banks of the Northwest and, conse- 
quently, opportunity for increased earn- 
ings, the liquidation of loans and per- 
haps a stronger bond market. 

Following President Hoover’s anti- 
hoarding campaign, banks in most of 
the large cen- (CONTINUED ON PAGE 68) 


NORTHWEST Looks aneap To 
GOOD CROPS 


Ample rainfall strongest factor 


in favorable outlook 


Reports from banks affiliated with Northwest Bancorporation in the 
Northwestern states indicate that present crop conditions are not only 
better than for the last several years, but in some cases better than any 


many banks of the coun- 
try. The history of bank 
failures over the past 
three years should prove 
the need for higher 
standards in all public 
relations activities, which 
include advertising and 
publicity. It has been 
said that the streets are 
full of good financial ad- 
vertising men who are 
looking for jobs. This is 
a doubtful statement and 
has not been proved. 
What the country needs 
today _is more good ad- 
vertising men—more men 
who can feel the pulse 
cf the public and sense 
the trend of public 
thought and then have 


time during the last 17 years. Here are typical excerpts . . . 


“We have had some of the best rains in 
years... country is in better shape for mois- 
ture than it has been in a good many years.” 
Commercial National Bank, Sturgis, S. D. 


“The whole west river country has 
had an abundance of rain in the last 30 
days.’ Bank of Spearfish, Spearfish, S. D. 


“Prospects are very good for feed 
crop, crop of winter grain, and spring 
grain is coming along fine.” First National 
Bank, Philip, S. D. 


“Grass right now is better than it has 
been for a number of years.” First Na- 
tional Bank, Mobridge, S. D. 


"General crop conditions are ideal. 
Small grain is looking specially fine. We 
have had sufficient moisture.” National 
Bank of Huron, Huron, S. D. 


“We have had around five inches of 
rain... The country looks better than I 
have seen it look for twenty years at this 
time of the year.” First State Bank, Malta, 
Moot 


“We have had rain here almost every 
other day and crop conditions are excel- 
lent." Security State Bank, Norfolk, Neb. 


“Soil and climatic conditions are en- 
couraging. Moisture supply is sufficient.” 
Dakota National Bank & Trust Company, 
Bismarck, N. D. 


“More moisture at this time of year 
than since 1915." First National Bank & 
Trust Company, Minot, N. D. 


“Crop conditions throughout this terri- 
tory are excellent. We have had lots of 
moisture.” Fergus Falls National Bank & 
Trust Company, Fergus Falls, Minn. 


“Becker County is in fine condition 
and the outlook for a good crop could not 
be better.” State Bank of Lake Park, Lake 
Park, Minn. 


“The land is in the best condition for 
years.” First National Bank, Moorhead, 
Minn. 


“The country around Miles City has 
had a plentiful supply of rain and every- 
thing looks wonderful.” Bank of Miles 
City, Miles City, Mont. 


“Rainfall in lowa has been favorable 
for good crops this year. Our people seem 
to feel very optimistic.” First National 
Bank, Mason City, lowa. 


Farmers of the Northwest are going into the summer with confidence 
in the coming harvest. Northwest Bancorporation and its 127 bank affiliates 
are ready to assist any manufacturing or sales organization which can benefit 
by cultivating the Northwest market, with its promising agricultural outlook. 


NORTHWEST BANCORPORATION 


MINNEAPOLIS, MINNESOTA 


Banc Northwest Company — Investment Securities 
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New and faster type 
of French subma- 
rine, naval air- 
planes putting 
down a_e smoke 
screen, and new 
British tanks on 
parade 
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German police test- 
ing a new style of 
gas mask 


Italian airplanes 
ready for practice 


maneuvers 
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Conservatism Dominates 
the Political Scene 


Radical Views Are Finding 
Very Little Popular Support 


By MARK SULLIVAN 


this Presidential campaign, of the 

two national conventions and their 
platforms, and of the work of the ses- 
sion of Congress which endcd in July, 
was conservatism, conservatism so con- 
crete and strong as to be, under such 
conditions as the present, almost a phe- 
nomenon. 

Any political judgment would have 
predicted that in a year of almost un- 
paralleled business depression and un- 
employment formidable radical move- 
ments would arise in politics. The his- 
tory of previous Presidential campaigns 
carried on in times of business recovery, 
is that radical movements did arise. 

The facts to the contrary in the pres- 
ent year are so striking as to be almost 


Tai outstanding characteristic of 


sensational. At the Republican National’ 


Convention this year, the radical or 
progressive insurgency was smaller than 
in any previous Republican National 
Convention in recent years. The number 
of votes cast for the renomination of 
President Hoover was 11261 out of a 
total of 1154. That was a larger propor- 
tion of the total than any Republican 
nominee has ever received in recent 
years. 

The total number of votes cast for 
radical or progressive candidates at the 
Republican National Convention this 
year was only 19. The radicals or Pro- 
gressives were distinctly timorous, dis- 
tinctly intimidated by the conservatism 
of public opinion throughout the coun- 
try. There was no faintest suggestion of 
a bolt—even in such a normal year as 
1924 the late Senator LaFollette of Wis- 
consin led a bolt and formed a third 
party which in the ensuing Presidential 
election cast the formidable vote of 
4,822,856 against the regular Repub- 
licans’ 15,725,016. 

The Progressive or radical elements 
within the Republican party at this 
year’s National Convention were under 
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bankers and to the public as an observ- 


Sullivan is nationally known to 


er and analyst of current political hap- 

penings. His writings appear daily in the 

leading newspapers of the country. He 

is the author of “Our Times. The 

United States 1900-1925”, three vol- 

umes of which have been published 


a cloud. A few weeks before, Senator 
Brookhart of Iowa had been defeated 
for renomination. Governor Pinchot of 
Pennsylvania had found it impossible 
to be elected a delegate to the conven- 
tion. So had Senator LaFollette of Wis- 
consin; and the whole LaFollette régime 
in the original and continuously pro- 
gressive or radical state of Wisconsin 
were on the defensive to a greater de- 
gree than at any time since the move- 
ment began, more than 30 years ago. 

Popular support for radical men or 
radical thought is at a lower ebb than 
in any Presidential year, even years 
when business was normal, since the 
Civil War. The campaign began with 
no organized dissent by radicals or pro- 
gressives from either party, and with 


no third party except the familiar and 
ordinarily small ones, the Socialist, 
Communist, Prohibitionist and another 
one even less formidable than these. It 
is now too late for any formidable third 
party to arise. 

In the same way, the platforms of 
the two great parties were conspicuously 
conservative. The Republican platform, 
written in this year of intense business 
depression, is the most conservative ever 
written by any American party in any 
kind of year; and the Democratic plat- 
form is in this respect hard to distinguish 
from the Republican. Both parties 
adopted strong and explicit planks en- 
dorsing sound currency. The Repub- 
lican platform said the party “will con- 
tinue to uphold the gold standard, and 
will oppose any measure which will 
undermine the Government’s credit or 
impair the integrity of our national 
currency; relief by currency inflation is 
unsound on principle and dishonest in 
results.” The Democratic platform said, 
“A sound currency to be preserved at 
all hazards.” To advocates of silver as 
a basis for currency, neither platform 
made the faintest concession or gave the 
slightest comfort, although the degree 
of this year’s depression would have 
justified expectation that the “silver 
question” would enter into this year’s 
campaign as fully as in 1896, when 
silver as a basis for currency was the 
chief issue. The only mention of silver 
in the platforms is a faint placation to 
a few silver mining states, with small 
aggregate weight in the electoral college, 
to the effect that the United States 
should be willing to participate in an 
international conference on silver, the 
aim of which would look to greater use 
of silver instead of paper for subsidiary 
currency, and the like. 

As conservative as the party plat- 
forms was the sum of legislation enacted 
by the ses- (CONTINUED ON PAGE 67) 
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When savings depositors, insurance policy- 
holders, and those dependent upon founda- 
tions realize the imminent danger of loss 
which may accrue through failure of Congress 


or of the regulatory bodies to safeguard the 
rate structure, there will be a day of reckon. 
ing. It is inconceivable to think of a situation, 
bad at present, being allowed to continue 


The Rule-Bound Railways 


versus 


Busways and Truckways 


What the 


This 


Is 


in industry is not now sufficient 
of itself to restore financial equi- 
librium to the railroads. If the answer 
were so simple, then the activity in 
trade and industry from 1924 to 1927 


\ RETURN to normal conditions 


would have brought unexampled pros- ° 


perity to the railroads. It did not. Their 
recuperative power had been taken 
away. They scarcely held their own in 
earnings during those prosperous busi- 
ness years. 

The rate structure, both freight and 
passenger, evolved with such painstak- 
ing care over a long period of years, 
did not produce sufficient revenue. This 
failure, rendered more acute by the busi- 
ness and trade depression, is due in 
large part to the inroads made on cer- 
tain types of traffic by road haulage. 

Since 1921 more than $13,000,000,000 
has been spent on highway improve- 
ments by the Federal and state govern- 
ments. The roads parallel the railroads 
and now carry more than 22,000,000 
private automobiles, about 3,500,000 
motor trucks, and almost 100,000 motor 
buses. 

The buses and trucks have contrib- 
uted little to the capital costs of the 
roads which they use, or to their main- 
tenance, their traffic control signal sys- 
tems or their policing. Wages of the em- 
ployees are not standardized as are 
those of railway employees. Buses and 
trucks are not required to maintain 
“reasonable facilities,” nor to establish 
uniform rates, nor to publish them. 
They are free to vary their charges as 
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Public 
One-Sided Regulation? 


Paying for 


By 
W. ESPEY ALBIG 


The proposal announced by the Inter- 
state Commerce Commission for the di- 
vision of the eastern railroads into four 
trunk lines gives special value to this 
article by Mr. Albig, who is Deputy Man- 
ager, American’ Bankers Association 


they choose and to take only the most 
remunerative consignments. 

In the matter of taxation the advan- 
tage is all on the side of the buses and 
trucks. The railroads are subject to tax- 
ation on their real estate holdings and 
improvements by local authorities, and 
on their earnings by the state and 
Federal governments. Road haulers 
have no need of extensive terminals be- 
cause the nature of their traffic does not 
require them. They own no roadways, 
and therefore their taxation is only 
nominal. 

The lower rates charged by road 
haulers are important only if the 


charges on all traffic are reduced, and 
not only as a few items have benefit, 
with consequent increase on others. The 
unregulated advent of buses and trucks 
has not served to lower charges gener- 
ally. Rather, it has tended to disorganize 
the whole structure. It snatches from the 
railroads the more remunerative traffic, 
without at the same time reducing pro- 
portionally the railroads’ overhead. In 
consequence, the railroads haul the res- 
idue of freight, most of it of the heavy 
type, at little profit to themselves and 
with greater cost to industry. 

The railroad managers have gone to 
great lengths to develop revenue in the 
face of this unregulated competition. 
They are, in the words of a recent state- 
ment: 

“Utilizing and propose to continue to 
utilize even more extensively their or- 
ganization in the field of research and 
experimentation and take all other 
available measures in order to secure 
the utmost in operating efficiency. They 
pledge themselves to avoid all prevent- 
able wastes in the competitive relation- 
ships between themselves, and to devise 
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Eastern railroad heads when they met to 
hold their first joint discussion of the 
1. C. C. consolidation plan. From left to 
right: P. E. Crowley for the New York 
Central Lines; J. J. Bernet of the Chesa- 
peake and Ohio; Daniel Willard of the 
Baltimore and Ohio; and W. W. Atter- 
bury of the Pennsylvania 


and apply the most feasible methods for 
meeting new competitive conditions.” 

Few indeed will quarrel with their 
frank recognition of what is due the 
public in transportation: 

“The public is entitled to have and 
should have the most efficient system 
of transportation that it is possible to 
create, including all available agencies, 
and to use each agency in the manner 
and to the extent justified by its effec- 
tiveness and economic cost, but only 
upon terms just and equitable to all.” 

If the road haulers were in every case 
a substitute in the public interest for the 
railroads, if they could take the place 
of the railroads and furnish transporta- 
tion of every kind at a lower cost, then 
few would be concerned about the future 
of the railroads, except possibly from 
the viewpoint of the railroad securities 
held by them or by the institutions in 
which they were interested. 

To state the case only indicates more 
clearly its impossibility of fulfillment. 
The impossibility comes on the physical 
side. At present there is no agreement 
as to the amount of freight carried by 
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motor trucks. It is estimated all the 
way from 2 per cent to 15 per cent of 
the total freight tonnage. Its inroads 
on the less-than-carload freight have 
been very marked. It has been said 
that 6,250,000 five-ton trucks would 
be required to haul the 490,000,000,000 
tons of freight which was carried a dis- 
tance of one mile by the Class I roads 
in 1929. 

The effect of the transfer of this ton- 
nage to the highways can be clearly 
understood when it is known that dur- 
ing the last seven years the production 
of trucks of five-ton capacity or greater 
was less than 2 per cent of the total 
production. During 1931 almost 3,500,- 
000 trucks were registered, but about 
90 per cent of this volume was trucks 
of less than two-ton capacity. If then 
the freight of the nation is to be carried 
in trucks with a capacity of less than 
two tons, more than 15,625,000 trucks 
in addition to those now in use would 
be set loose on the roads. This, however, 
is not all. 

In 1931, 45,400 buses handled a 
traffic of 10,880,000,000 bus passenger 
miles. During the same year the rail- 
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roads handled a passenger traffic of al- 
most 22,000,000,000 passenger miles. If 
motor service were to supplant rail ser- 
vice entirely, it would be necessary to 
increase the present revenue buses by 
two times, or about 91,000, which 
would be approximately twice the num- 
ber of revenue and non-revenue produc- 
ing buses in the United States in 1931. 
The picture thus revealed is that of 
increasing the present motor vehicle 
traffic of 26,000,000 to about 42,000,- 
000, or 6114 per cent. This presents an 
impossible situation, particularly in 
those areas of congested population 
where material of all kinds is consumed 
in large quantities. 

Even if it were possible to mobilize 
and utilize road haulage in place of rail 
traffic, regulation would be imperative. 
Evidence is not lacking that road haul- 
ers are being subjected to ruinous com- 
petition among themselves. They are 
repeating the experience of the rail- 
roads in their early days. No sooner is 
it known that a trucking company is 
securing a reasonable profit than an- 
other company seeks to share the bus- 
iness. 

The regulatory authorities, by observ- 
ing the present fight between the road 
haulers, can visualize with slight imag- 
ination the struggles between rival rail- 
roads two generations ago. The road 
haulers realize that regulation as be- 
tween themselves must come to stabilize 
and safeguard their own industry. Clas- 
sifications are now practically unknown. 
They handle at a low freight rate and 
at express speed products which the 
railroads would classify at higher freight 
rates or as (CONTINUED ON PAGE 56) 
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N theory, the safety of trust 

assets is assured by two 
fundamental principles of trust 
administration—one being sepa- 
rateness or segregation, and the 
other being special safeguards. 

By separateness we mean that 
the trust assets are kept separate 
from the bank’s own assets, 
that the assets of one trust are 
kept separate from those of 
every other trust, that there is a 
separate department for trust 
business, separate vaults, sepa- 
rate officers and employees, 
separate books, separate audits 
—separation throughout. 


By special safeguards we 
mean that, in addition to the 
fidelity bonds that apply equal- 
ly to all of the officers and 
employees of the institution, un- 
invested trust funds are protect- 
ed either by the deposit of se- 
curities by the trust institution 
or by the preference that the 
statutes give trust deposits over 
general deposits. As to the safe- 
guards thrown around invested 
trust funds, we mean the special 
vault equipment, vault control 
and frequent audits provided by 
trust institutions for their trust 
securities and other investments. 


How Trust Assets 
Met the Test 


By GILBERT T. STEPHENSON 


state banking commissioners and 

of the Comptroller of the Cur- 
rency, of the banks that were suspended 
during 1931 only one in seven was a 
trust institution. The trust assets held 
by the suspended banks were, with a 
few exceptions, comparatively small in 
amount, and the trust assets that were 
involved were fully protected, so that no 
loss and little or no interruption of 
service resulted to the beneficiaries. 

We are taking the full year 1931 as 
being the best possible period for which 
to make a study of the trust assets of 
suspended banks. Certainly it will be re- 
membered as the year when there was 
an unusually large number of bank sus- 
pensions. 

During 1931, 2,298 banks were closed, 
of which 409 were national banks and 
1,889 were state banks and trust com- 
panies. Of the 1,889 state banks and 
trust companies, only 108 or 5 per cent 
were members of the Federal Reserve 
System. 

These suspensions represented every 
section of the country. Only three states 
—namely, Delaware, Rhode Island and 
Vermont—and the District of Columbia 
were so fortunate as not to have any 
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In presenting this national statistical 
summary of the trust assets of banks 
suspended during 1931, Mr. Stephenson 
reveals a highly gratifying record for 
our institutions. He is vice president 
of the Equitable Trust Company of 
Wilmington, Delaware 


Corporate trusteeship has stood like an 
oak during these difficult years 


bank suspensions, state or national, dur- 
ing 1931. 

The same year, it is worth noting, 
276 banks were reopened, of which 25 
were national banks and 251 were state 
banks, 31 being members and 245 being 
non-members of the Federal Reserve 
System. 


TRUST ASSETS vs. SUSPENSIONS 


NATIONAL Banks. On January 1, 
1931, there were 6,973 national banks 
(treating a national bank and all its 
branches as one). Of these, 1,856 had 
established trust departments. Of the 
1,856 only 59, or only 3 per cent, were 
suspended during 1931. Of $5,225,000,- 
000 of trust assets held by national 
banks, only $75,500,000 were being 
administered by the 59 suspended 
banks, half of that amount being in one 
bank alone—namely, the Bank of Pitts- 
burgh, N. A. 

State Banks And Trust Companies. 
We have been able to secure statistics 
as to the number of suspended state 
banks and trust companies that had any 
trust assets, from all but seven states— 
namely, Indiana, Iowa, Missouri, New 
Jersey, Oregon, South Carolina and 
Tennessee. We have not been able, in 
all cases, to ascertain the volume of the 
trust assets involved. 

Of the 1,889 state banks and trust 
companies suspended during 1931, 1,416 
were located in the 42 states (including 
the District of Columbia) for which we 
have the figures. Of these 1,416 sus- 
pended institutions, only 190, or 13 per 
cent, located in 22 states, had any trust 
assets. In 20 of the 42 states—that is, in 
practically one-half of the states re- 
porting—the suspended state banks and 
trust companies had no trust assets at 
all. 

Even though we do not have the 
amount of trust assets involved in all the 
state banks and trust companies suspend- 
ed during 1931, we do have the figures 
for 143 of the 190 that were suspended. 
In the case of those 143 institutions, the 
trust assets vary in amount from a few 
dollars only, to several million. In one 
state, for example, the total amount of 
trust assets of suspended state banks 
and trust companies was only $88.16; 
in another, $1,209.48; in another, $10,- 
000; in another, $20,803.99. In only 
five of the 19 states from which we have 
figures, did the aggregate trust assets 
of all the suspended state banks and 
trust companies in that state amount 
to as much as $1,000,000; and the 
average for the 143 institutions, includ- 
ing the large (CONTINUED ON PAGE 63) 


The Federal 


Home Loan 


Bank Act 


HE approval by President Hoover 
T on July 22, 1932, of the bill to 

create Federal Home Loan banks 
completed the legal foundation for a 
permanent system of Federal banks de- 
signed to make advances to borrowing 
institutions on paper secured by first 
mortgages on small homes and to func- 
tion side by side with the Federal Re- 
serve System and the Federal Farm 
Loan System in our national credit 
structure. 

The underlying purpose which 
prompted the suggestion of this legisla- 
tion by President Hoover was to aid 
the small home owner. It is estimated 
that there are some $20,000,000,000 in 
mortgages on small homes today, of 
which upwards of $7,000,000,000 are 
held by building and loan associations, 
a like amount by insurance companies, 
and the balance by savings and other 
banks and private investors. In the re- 
port of the Home Loan Bill to the 
House and to the Senate, it is stated 
that the System will provide a reserve 
agency, whereby institutions loaning on 
home mortgages can raise funds upon 
their security, which funds will be used 
to (1) refinance existing mortgages so 
as to permit smaller payments and to 
accommodate the needs of withdrawing 
members and depositors, (2) tide over 
or carry on worthy borrowers who can- 
not meet interest or installment pay- 
ments, (3) assist borrowers in paying 
taxes and insurance, (4) provide funds 
for modernization, repairs and main- 
tenance of existing homes, (5) provide 
funds to refinance the thousands of 
short-term mortgages which have been 
called for payment and which the in- 
stitutions are not in position to renew, 
and (6) provide funds for such build- 
ing of small homes as may be desired 
and needed in many localities. 

The new law, however, contains no 
provision under which the borrowing 
institution is required to use the bor- 
rowed funds in any particular way and 
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The initial step in the establishment of the System was taken on August 
6 when President Hoover appointed the five members of the Federal 
Home Loan Board. They are shown here at their first meeting in Wash- 
ington. Left to right: H. Morton Bodfish, Chicago, Democrat and ex- 
ecutive manager of the U. S. Building and Loan League; Nathan Adams, 
Dallas, Democrat and president of the First National Bank of Dallas; 
Franklin W. Fort, New Jersey, Chairman of the new Board, Republican 
and a former member of the House of Representatives; Dr. John M. 
Gries, Republican and chief of the Division of Building and Housing, 
U. S. Department of Commerce; and William E. Best, Pittsburgh, 
Republican and president of the U. S. Building and Loan League 


By 
THOMAS B. PATON 


The accompanying article summarizes 
this new Act. Mr. Paton is General Coun- 
sel of the American Bankers Association 
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it remains to be seen to what extent the 
proceeds of rediscounted mortgages will 
be used for the benefit of the home 
owner as distinguished from being 
utilized solely for the benefit of the 
borrowing institution. The matter will 
doubtless be covered by regulations. 

To establish the System the country is 
to be divided into from 8 to 12 dis- 
tricts in each of which a Federal Home 
Loan bank will be located, and the 
banks will be under the supervision of a 
Federal Home Loan Board of five citi- 
zens who are Presidential appointees, 
subject to Senate confirmation. The 
Board will, with the approval of the 
Secretary of the Treasury, fix the mini- 
mum amount of capital of each bank, 
which must not be less than $5,000,000, 
and open subscription books in each 
district. Each of the banks is to have 
11 directors, two appointed by the Fed- 
eral Board, three elected by small-sized 
members, three by medium-sized mem- 
bers and three by large-sized members. 
All directors are appointive until the 
members’ investment in capital stock 
reaches $1,000,000. 


SOURCES OF FUNDS 


THE principal funds will come from: 
(1) capital subscriptions of members 


and from equivalent deposits of non- 
member borrowers, the latter being in- 
stitutions which are authorized to se- 
cure advances but without charter pow- 
er to subscribe to the stock, they being 
admitted to the borrowing privilege 
equally with members upon deposit 
with the bank of cash and Government 
securities instead of stock subscriptions. 
Each institution eligible to become a 
member must subscribe an amount 
equal to 1 per cent of the aggregate un- 
paid principal of the subscriber’s home 
mortgage loans and not less than $1,500; 

(2) the initial subscription of the 
Secretary of the Treasury, who will sub- 
scribe such part of the minimum capi- 
tal which is not subscribed by members 
within 30 days after the opening of 
subscription books, not to exceed $125,- 
000,000, the funds to come from the Re- 
construction Finance Corporation; 

(3) the proceeds of sales of bonds 
which have long-term maturities and 
limited tax preferences and are secured 
by obligations of the borrowers and de- 
posit of home mortgages; and 

(4) deposits received from members 
and non-member borrowers which de- 
posits are not subject to check and will 
bear not exceeding 2 per cent interest. 


CHARACTER OF LOANS 


THE bank is authorized to make loans 
to members and to non-member bor- 
rowers upon the security of home mort- 
gages, which means first mortgages upon 
real estate owned in fee simple or lease- 
holds held under renewable lease for not 
less than 99 years, upon which there is 


23 


« i 
= 


24 


located a dwelling for not more than 
three families. Advances will be made 
upon the note or obligation of the bor- 
rowing institution so secured, bearing 
such rate of interest as the Federal 
Home Loan Board may approve or de- 
termine. The bank has a lien upon the 
member’s stock as further collateral for 
all its indebtedness. 


LIMITATIONS ON LOANS 


ADVANCES on amortized and install- 
ment mortgages of a term of eight years 
or more are limited to an amount not in 
excess of 60 per cent of the unpaid prin- 
cipal of the home mortgage loan and in 
no case can the amount of the advance 
exceed 40 per cent of the value of the 
real estate securing the home mortgage 
loan. In the case of advances on straight 
mortgages or on mortgages of shorter 
duration, the advance is limited to an 
amount not in excess of 50 per cent of 
the unpaid principal of the home mort- 
gage loan and in no case can it exceed 
30 per cent of the value of the real estate 
security. 

It is seen from the above that more 
money can be advanced on amortized 
installment mortgages running for a 
term of eight years or more than upon 
straight mortgages or mortgages of 
shorter duration. 

In addition to the above limitations 
as to amount of loan, the law further 
provides that no home mortgage shall 
be accepted as collateral security if (1) 
the loan has more than 15 years to run 
to maturity, (2) the value of the real 
estate exceeds $20,000, or (3) the loan 
is past due more than six months when 
presented. There is a further limitation 
that the aggregate outstanding advances 
to any member must not exceed 12 
times the amounts paid in by such mem- 
ber for outstanding capital stock, nor 
12 times the value of the security re- 
quired to be deposited in case of ad- 
vances to a non-member borrower. 


ELIGIBILITY AS BORROWERS 


CONCERNING the institutions eligi- 
ble to obtain advances as members or 
non-member borrowers, the Act pro- 
vides that “any building and loan as- 
sociation, savings and loan association, 
cooperative bank, homestead associa- 
tion, insurance company or savings 
bank shall be eligible to become a mem- 
ber of or a non-member borrower of a 
Federal Home Loan Bank” if (1) duly 
organized under state or national law, 
(2) subject to inspection and regulation 
under the banking laws or under similar 
laws of state or United States, except 


that building and loan associations not 
subject to inspection under state law 
are made eligible upon subjecting them- 
selves to such inspection and regulation 
as may be prescribed by the Board, and 
(3) if it “makes such home mortgage 
loans as, in the judgment of the Board, 
are long-term loans (and in the case 
of a savings bank if in the judgment 
of the Board, its time deposits as de- 
fined in Section 19 of the Federal Re- 
serve Act warrant its making such 
loans).” However, no institution will 
be eligible if, in the judgment of the 
Board, its financial condition is such 
that advances may not safely be made 
to such institution or the character of 
its management or its home financing 
policy is inconsistent with sound and 
economical home financing or with the 
purposes of the Act. Institutions can 
only receive advances from the Federal 
Home Loan bank of the District where 
their principal place of business is lo- 
cated or from a bank in an adjoining 
district if demanded by convenience and 
then only with the Board’s approval. 

In addition to the institutions above 
specified the Act further provides that 
“any home owner who comes within 
the limits of this Act and who is unable 
to obtain mortgage money from any 
other source may obtain same from 
any bank organized under this Act, pro- 
vided that this subsection shall not be 
effective when the Federal Government 
has had its stock retired.” 

There is a further provision making 
eligible to membership any state organ- 
ization subject to inspection and regula- 
tion under banking or similar laws if 
(1) organized solely for the purpose of 
supplying credit to its members, (2) 
if its membership (a) is confined ex- 
clusively to building and loan associa- 
tions, savings and loan associations, co- 
operative banks and homestead asso- 
ciations, or (b) is confined exclusively 
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to savings banks; and if (3) of the in- 
stitutions to which its membership jis 
confined which are organized within the 
state, its membership includes a ma- 
jority of such institutions. 

The Act also contains the following 
provision relating to institutions organ- 
ized under Federal law: 

“Sec. 27. Any institution, except a na- 
tional bank, trust company, or other bank- 
ing organization organized under any law of 
the United States, including the laws relat- 
ing to the District of Columbia, shall be au- 
thorized to subscribe for stock of a Federal 
Home Loan Bank if otherwise eligible to 
make such subscription under the terms of 
this Act, any provision in any such law to 
the contrary notwithstanding.” 

It will be seen from the above that 
aside from individual home owners who 
are made eligible to secure advances 
from Home Loan banks, where unable to 
obtain loans from any other source but 
only so long as the Government remains 
a stockholder, certain classes of eligible 
institutions are specifically named, viz: 
—hbuilding and loan associations, sav- 
ings and loan associations, co-operative 
banks, homestead associations, insur- 
ance companies and savings banks; and 
that certain other classes of institutions 
are specifically excepted or excluded 
from the privilege, namely: national 
banks, trust companies or banking or- 
ganizations organized under any law of 
the United States or the District of 
Columbia. 

A pertinent question arises whether 
the term “savings bank” is to be inter- 
preted as comprehending a state bank 
or trust company organized under state 
law, part of whose functions is to re- 
ceive savings or time deposits and loan 
money on mortgages. It will be noted 
that the eligibility of savings banks is 
limited by the law to those institutions 
whose “time deposits as defined in Sec- 
tion 19 of the Federal Reserve Act” 
warrant, in the judgment of the Board, 
the making of home mortgage loans. 
Section 19 of the Federal Reserve Act 
defines time deposits to “comprise all 
deposits payable after 30 days, all sav- 
ings accounts and certificates of deposit 
which are subject to not less than 30 
days’ notice before payment.” The Act 
does not limit the membership to mutual 
savings banks and there are in the coun- 
try many stock savings banks which do 
a commercial as well as a savings bank 
business and many commercial banks 
and trust companies which, without 
having the name of a savings bank as 
part of their title, nevertheless conduct 
the business of a savings bank as part 
of their gen- (CONTINUED ON PAGE 54) 
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The agreement by the United States and Canada on the projected 
St. Lawrence waterway will open up a direct route to the sea for 
our own middlewestern and northwestern cities and states, and 
for the Canadian wheat fields. In the accompanying article Sir 
John Aird gives some interesting facts about the Dominion’s 


1,000-mile wheat belt 
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Wheat—trom Winnipeg West 


on a large commercial scale is a 

comparatively recent develop- 
ment. It dates from the latter part of 
the 19th century, when the prairie lands 
of the West were the scene of a great 
influx of settlers. It underwent its most 
marked expansion between 1910 and 
1920 when the production area more 
than doubled from 7,395,400 to 16,841,- 
174 acres. 

Wheat, however, has been an active 
factor in the economic and political life 
of Canada for nearly 100 years. The 
construction of canals along the St. 
Lawrence waterway in the 40’s, and of 
the first important railways in the 50’s, 
was undertaken primarily to attract 
wheat shipments from the western 
American states. In both cases these 
transportation facilities failed to accom- 
plish their original objectives, but were 
turned to good account in building up 
agriculture and industry in Canada. The 
development of the present network of 
railway lines in Canada, the deepening 
of the St. Lawrence ship channel and 
of complementary canals such as the 
Welland, the extension of port facilities 
at Montreal, Vancouver, Halifax and 
St. John, the creation of the world’s 
largest grain terminal at the head of the 
Great Lakes and the expansion of lum- 
bering in British Columbia—all these 
are directly related to the opening up of 
the Western grain belt, which stretches 


tere comer in Canada 


Canada’s Situation and the 


Problem of a World Surplus 


By 
SIR JOHN AIRD 


A native Canadian and a director in 
numerous Dominion industrial and fi- 
nancial enterprises, Sir John Aird is 
president of the Canadian Bank of Com- 
merce. He entered the service of that 
institution in 1878 


for about 1,000 miles, from the eastern 
border of the Province of Manitoba to 
the foothills of the Rocky Mountains. 

Correlated with this great industry 
also are coal-mining and manufacturing 
throughout Canada; in fact, it is diffi- 
cult to name a single branch of Cana- 
dian commerce that is not influenced in 
some degree by wheat growing. The two 
most notable exceptions, metal mining 
and paper manufacture, are to be re- 
garded as new sources of national in- 
come which have assisted materially in 
offsetting the sharp drop in wheat rev- 
enue which we have suffered during the 
last three years. 

Before we follow the tortuous course 
of the international wheat market in re- 
cent years, let me state the outstanding 
advantages that Canadian soil and cli- 
mate offer the farmer who makes wheat 
his chief crop. The world average yield 


for the last decade has been 1414 bush- 
els per acre, but so suited to the produc- 
tion of wheat are the soil and climate 
of Canada that the average yield for the 
same period has been about 17 bushels 
per acre. A reservation must now be 
made lest this picture become too ideal: 
the yield in Canada is subject to ex- 
treme variation, so that it is difficult 
for the farmer to be sure of his earnings. 

Recently there appeared in the daily 
press a statement that, other things be- 
ing equal, the millers of Scotland would 
continue to use large quantities of Cana- 
dian wheat. The reason for this is that 
flour made from Canadian wheat, or 
flour which contains a good proportion 
of Canadian wheat, makes unusually 
good bread. 

Let us now examine the international 
wheat situation in order that we may 
be able later to bring the Canadian 
situation into correlation with it, and 
learn why Canadian wheat, once a high- 
ly remunerative commodity which served 
to stimulate the life of the entire busi- 
ness community, has become a national 
problem engaging the best minds in the 
country. It is but five or six years ago 
that an American observer stated that 
“Western Canada was the brightest spot 
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on the world’s commercial map”, where- 
as today, to quote another authority on 
a world situation which has its counter- 
part in Canada: 


“This wheat problem is a world problem. 
To ignore its international aspects is to 
hinder the solution of even national wheat 
problems. It is a persisting problem. It 
came to the fore in 1928-29, it failed of 
solution in 1929-30, became more severe in 
1930 and 1931, and continues without ma- 
terial alleviation in 1932. The core of the 
wheat problem is this: how may world 
wheat consumption be increased and/or 
new wheat supplies so reduced that wheat 
stocks, and carryovers plus new crops, will 
no longer be abnormally heavy, and so that 
prices may rise to levels remunerative to 
those producers who can survive the strain 
of readjustment?” 

All major wheat producers are placed 
in the same predicament, and since 
Canada’s position, therefore, is not 
unique, I have no intention of attempt- 
ing to place the responsibility on the 
shoulders of any group in the country. 
As has already been stated, surplus 
wheat is the main problem. This is just 
as true of Canada as of the world at 
large, but it is interesting to note how 
the surplus of wheat in Canada grew to 
its present proportions. 

In 1924 there was a small wheat crop 
in Canada and the surplus that had 
been stored up in 1923-24 was insuffi- 


It seems to me that the theory of im- 

perial preference is simple. It is give 

and take. Canada gives wheat, lumber 

and takes shoes, steel. What the Empire 

needs is a more constant spirit of com- 

promise and a willingness to sacrifice 
for the common good 


cient to prevent a real shortage. Year 
by year thereafter more and more land 
was sown with wheat, and although 
there were variations in the yield, yet 
the total amount of wheat produced in- 
creased steadily. In 1928 there was a 
bumper crop in Canada, and nature 
smiled with equal favour on the United 
States, Argentina, Germany and the 
Danubian exporting countries. Condi- 
tions were not so favourable in Aus- 
tralia, India and Russia, but the crop 
of 1928 was nevertheless one of the 
largest ever harvested. The influence of 
this was all the more pronounced be- 
cause of the fact that the world crop of 
1927 was also a large one. 


THE EUROPEAN FACTOR 


AS a result of the bumper crop of 1928 
huge quantities of wheat were stored in 
Canada and made up an enormous sur- 
plus. There were, however, favourable 
conditions of demand in 1928-29 and 
Russia was not as yet in the export 
market. No unpleasant anticipation, 
therefore, existed as to the chance of 
disposing of the surplus. In 1929 there 
was a sharp fall in wheat production in 
all the exporting countries, and it ap- 
peared as if there would be a shortage 
comparable to that which followed the 
crop failure of 1923-24. On the other 


GREAT BRITAIN’S DELEGATES 


Mr. Thomas — Mr. Baldwin — Mr. Chamberlain 
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hand, nature favoured the importing 
countries in Europe, and there were high 
yields not only of wheat, but also of 
coarse grains and potatoes. Agriculture 
had been recovering steadily in Europe 
since the peace treaties were concluded, 
and one bumper crop had been har- 
vested in 1925, but the 1929 crop was 
even larger. There were also in 1929 
large carryovers of cereals, whereas 
these had been small in 1925. The 
capriciousness of nature in 1929 in 
seeming to correct the export surplus 
in Canada while at the same time lessen- 
ing the demand in Europe for foreign 
wheat by providing that continent with 
a bumper crop, is to be carefully noted, 
for the European market is of major 
importance in the export of wheat from 
Canada. 

An independent factor was also in the 
field: the economic depression had be- 
gun to have an effect on the export 
market in Europe in the summer and 
autumn of 1929. The short harvest of 
1924 had been accompanied by substan- 
tial economic improvement in Europe, 
but the 1929 North American shortage 
came at the other end of an economic 
cycle. The year 1924 was marked by the 
Dawes Plan, the export of capital to 
Europe, and a rapid acceleration of re- 
covery there. (CONTINUED ON PAGE 56) 
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"4 This whole business, as I see it, is more 


* conscious if it is going to cost them 


political than economic. The same thing 
happens every time we try to establish 
some kind of imperial economic unity. 
The voting public will never be Empire- 


very much money 
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These leaders, and delegates from many 
states, attended the first organization 
meeting of the National Economy Lea- 
gue, formed with the aim of obtaining 
drastic cuts in compensation payments 
to “non-disabled Seated: 
Commander Richard E. Byrd, chairman 
pro-tem; and Archibald Roosevelt, na- 


veterans.” 


tional secretary pro-tem. Standing, left 
to right: Congressman Royal C. John- 
son, South Dakota; Harold Beacon, Chi- 
cago; Granville Clark, New York; and 
George Rossetter, Chicago 


HOEVER seeks public office this 
fall—whether it is the Presi- 


dency of the United States or a 
back seat in a state legislature or city 
council—is making it clear that he be- 
lieves he can do one of two things. Either 
he can cut a generous slice from the cost 
of government or by some adroit leger- 
demain he can persuade a country im- 
patient of high taxes that it does not 
really want them reduced after all. 

Rarely has a campaign for a purely 
civic objective attained national scope, 
clear purpose, man power and momen- 
tum with the swiftness that has marked 
the rise during the past year of the 
movement to reduce the cost of gov- 
ernment. Much of this growth has 
come since the days in late spring when 
Congress started a robust “economy 
program” which finally resulted in a 
badly mangled economy bill from which 
most of the really promising features 
had been removed. 

It used to be that waste and extrav- 
agance in government, excessive taxes, 
“pork barrel” expenditures and their 
economic ill-effects were the exclusive 
concern of zealous reformers and in- 
dividuals whose sense of the fitness of 
things was being offended. For some 
years—up to about 1927—such organ- 
izations as the National Tax Associa- 
tion, the National Municipal League 
and societies in the fields of economics, 
sociology and political science, exer- 
cised a rather rigid custodianship over 
the nation’s sense of alarm about rising 
costs of government. But no one else 
was much interested. 

Then the movement widened out ap- 
preciably. The economic studies of the 
National Industrial Conference Board 
began to disclose serious impediment of 
the free flow of trade and commerce by 
artificial and unnecessarily high tax 
barriers. Business men began to prick 
up their ears. The Chamber of Com- 
merce of the United States, long inter- 
ested in the equities of Federal taxation, 


November 8th— 
Deteat or Victory 
for Spendthrifts? 


began to reflect in its reports a sense 
of business uneasiness about rapidly 
mounting tax costs. It- started the long, 
patient drive to convince the country 
that it was not economically healthy to 
devote 15 per cent of each year’s nation- 
al income to the expenditures of gov- 
ernment. 

Soon it was joined by powerful com- 
pany. From the tax committee of the 
American Bankers Association came 
word of how the urge to avoid excessive 
taxes was tempting banks to make alter- 
ations in their capital structure. The 
Investment Bankers Association began 
to wonder just how far generations yet 
unborn could be relied upon to honor 
the bonds which states and municipal- 
ities were issuing in increasing amounts. 
Inflation of real property values in des- 
perate attempts of overtaxed owners to 
put property to uses for which it never 
was intended (notably the subdividing 
of farm land remote from cities) drew 
a barrage from the National Association 
of Real Estate Boards. When over- 
taxed dwelling sites began to be util- 
ized for apartments, and when what 
normally should have been low-cost 


The process of protest, ora- 
tory, petition circulation, or- 
ganization and ultimate action 
was probably what Lincoln had 
in mind when he said that the 
people, given the facts and 
convinced of the need, almost 
always will “‘wobble right”’ 


warehouse areas began to bristle with 
additional office buildings, the National 
Association of Building Owners and 
Managers started to wonder what would 
be the fate of income properties in 
which 16 per cent of the gross income 
was earmarked for taxes. And there 
were other similar instances. Every 
business commenced to be uncomfort- 
ably sensitive to tax increase. But up 
to that point, the fight was largely con- 
fined to those who were being directly 
hurt or whose future security was being 
jeopardized. 

Then came the depression, with its 
deflation of (CONTINUED ON PAGE 42) 
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EDITORIALS 


Starting from Here 


IT will be a year or two before we discover what 
Congress accomplished at the last session. All we 
know now is that certain unusual steps were taken to 
meet the emergency, and that American banking for 
the time being must operate under a new set of rules 
and conditions, the exact meaning of which no one 
knows. 

Last September the National Credit Corporation, 
forerunner cf vast changes, had not yet been publicly 
discussed. There was no hint at that time that the 
credit of the United States Government would finally 
have to be pledged to halt deflation. The Nationa! 
Credit Corporation now seems a small item indeed 
in the whole familiar category of depression legisla- 
tion. 

The Reconstruction Finance Corporation, the 
Home Loan Bank System, wider circulation privileges 
for national banks, the Glass-Steagall Act, the amend- 
ment to the Federal Reserve Act permitting the Re- 
serve Banks to discount for individuals, partnerships 
and corporations, relief measures of a kind having no 
precedent in American history, and various taxes 
whose effect on banking, business and investments 
will long remain an unknown quantity—these are new 
factors in banking which did not exist a year ago. 
Moreover, the list does not include the banking reform 
bill sponsored by Senator Glass, the last word, the 
chef-d’ceuvre of all depression legislation, which is 
high on the order of next December’s business in 
Washington. 

Surely this is enough to affect the course of 
economic development in any nation, even one as set 
in its habits as the United States. 


A NEW ORDER 


PRESIDENT HOOVER said in his speech of accep- 
tance that emergency measures should be set up “in 
such form that once the emergency is passed they can 
and must be demobilized and withdrawn, leaving our 
governmental, our economic and our whole social 
structure, strong and whole”. The decay of public con- 
fidence earlier this year required the boldest possible 
action and the President’s reconstruction program 
was based on necessity. Yet history shows that emer- 
gency laws and institutions often have unexpected 
vitality and a tendency to take root, to live and to 
become a permanent part of the political scenery. 

In the home loan measure are dozens of innova- 
tions and experiments, any one of which, in less trou- 
bled times, would have been the subject of extensive 
research and long debate. Will this system be de- 
mobilized and withdrawn after the emergency? 

The granting of power to the Federal Reserve 
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Banks to deal directly with the public changes a fun- 
damental theory of our central banking system as 
completely as though one picture were rubbed out and 
another substituted. Will this change be revoked in 
1933 or 1934? 

And the Reconstruction Finance Corporation— 
can anyone be sure that the great banking organiza- 
tion now being built up in the Capital of the United 
States and throughout the nation to lend money on 
sound collateral, will evaporate with the depression, 
that it will be “demobilized and withdrawn?” 

Meanwhile, temporarily or not, it becomes the chief 
task of banks to accommodate themselves and their 
expectations to the existence of a new and highly cen- 
tralized economic order in the United States. 


It Can Be Done 


DURING 1931 the growth and volume of the per- 
sonal trust business under the administration of one 
of the great metropolitan trust institutions was as fol- 
lows: Starting with 1928 as 100 per cent, in 1931 this 
company had 160 per cent. Between May 1, 1931, and 
May 1, 1932, the volume of new trust assets received 
by a medium-sized trust institution in a city of 100,- 
000 population was two and one-half times the volume 
of new trust business received during the preceding 
12 months, which latter period also showed a very 
substantial increase over the preceding 12 months’ 
period. 


War Debts Are an Obstacle 


ARGUMENTS in favor of cancelling the war debts 
are unanswerable. They are so logical, in fact, so rea- 
sonable, that they apply with equal force to all debts 
everywhere. A debtor, relieved of his burden, is un- 
doubtedly in a position to resume buying. 

But the very fact that arguments in favor of can- 
cellation are true, simple and economically sound, 
makes it doubly necessary to proceed with caution. 
One taste of cancellation might be enough to start a 
pernicious habit. A nationally known financier said 
ten years ago that cancellation of the debts, particu- 
larly those parts contracted after the armistice, would 
lay an axe to the roots of international finance. 

The debts as they stand are certainly an obstacle 
to recovery, but cancellation is a lazy and reckless so- 
lution. Some way must be found to keep the record 
clear. Cancellation would be as dangerous to Europe 
as to the United States. 


KEYSTONE 


Trout and _solitaire—Ac- 
cording to reports only 
partly confirmed, the na- 
tional contest for the Presi- 
dency is becoming more 
and more intense 


KEYSTONE 
Atlee Pomerene, 
new Chairman 
of the Recon- 
struction Fi- 
nance Corpora- 
tion, is “not un- 
mindful of the 
great compli- 
ment” of being 
UNDERWOOD chosen to guide 
Roy D. Chapin succeeded Robert P. La- the operations 
mont as Secretary of Commerce. Some- of our largest 
one asked Mr, Chapin why he thought the banking institu- 
depression was about over. He said: “Be- tion 
cause people are tired of it”, which, after 
all, may be sound economics 


UNDERWOOD 

What to cancel next? Senator Borah in Minneapolis said 

the allied debts should be amputated. In the same issue 

of the New York Times reporting this speech was a Berlin 

story saying that Germany, relieved of reparations, wanted 
similar relief from private debts as well 
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century ago revolutionized flour 

milling in America, has main- 
tained her leadership as a flour making 
center. Her milling has made her the 
heart of the old Northwest. The wheat 
from many millions of acres is hurried 
along the routes of transportation to her 
mills, and from those mills come flour, 
other milling manufactures and sup- 
plies; and from the banks of Minne- 
apolis comes the capital that keeps 
the valleys of the upper Mississippi and 
Missouri Rivers throbbing with com- 
mercial life. 

Because Minneapolis is the mill of 
the great wheat states, she is also their 
chief producer of other necessities, 
their great wholesale market and their 
financial source for the funds that keep 
industry in action. 

The widely extended and dominant 
wheat industry has created far-reaching 
mutual interests among the banks of 
the wheat states, and as a result we find 
the development of two great groups of 
affiliated banks—the First Bank Stock 
Corporation and the Northwest Ban- 
corporation—each with more than a 
hundred units centering at Minneapolis 
and radiating throughout the whole 
Northwest. 

The prime mover of all this industry, 
provided by Nature herself, was the Falls 
of St. Anthony to which Minneapolis 
owes her existence. There were many 
early settlements throughout the coun- 
try near waterfalls or rapids, but most 
of our great cities were located on har- 
bors, at the mouth or bend of a river 
or at the head of a lake; and of the mill 
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The main business district of Minne. 
apolis, with its banks and the principal 
shopping area in the foreground and 
the wholesale district lying just beyond, 
With St. Paul—its neighbor, rival and 
partner—the “Twin Cities” serve an 
urban population of over 800,000 and 
a trade territory that embraces Minne- 
sota, North Dakota, South Dakota and 
Montana, and the northern parts of 
Nebraska, Iowa, Wisconsin and Michigan 


BANKS AND CITIES 


Minneapolis 


By HERBERT MANCHESTER 


sites only Minneapolis and Rochester 
—which preceded Minneapolis as a 
great flour milling center—have become 
cities of the first rank. Falls and rapids, 
which are returning to importance since 
the development of hydro-electricity, 
were over-shadowed for a period by 
steam power, but in the early days they 
were recognized as of great importance. 
In those times they afforded the best 
power available, and the early books of 
travel. depict the falls not merely as a 
pretty picture, but because they had 
practical value for settlers. So Father 
Hennepin, as early as 1680, named the 
falls of St. Anthony for his patron saint, 
and Captain Jonathan Carver who vis- 
ited the locality in 1766 included an en- 
graving of the falls in his book. 

The first sawmill at the falls was built 
in 1822 by the commandant of Fort 
Snelling, but this early project was also 
adapted to grind a little flour. In 1845 
the settlement east of the falls was or- 
ganized as the village of St. Anthony, 
and three years later Franklin Steele 
built a flour mill there. This 
marked the beginning of the 
industry in that section al- 
though, with a great supply 
cf timber in the pine forests 
just to the north and with no 
wheat on the prairies, the first 
important milling activities at 
the falls were in lumber. 

In 1854 the Fort Snelling 
reservation was opened to 
settlers who at once occupied 
the site of Minneanolis. This 


was organized as a village the next year. 

There were private bankers in 
Minneapolis the first year of the vil- 
lage. Sidle, Wolford and Company in 
1857 started business as bankers and 
brokers and in 1860 formed the Bank of 
Minneapolis as a state bank. It was 
authorized by the state to issue bank 
notes secured by state railroad bonds, 
but the legality of these bonds was dis- 
puted and created difficulties. So, after 
the national banking system was in- 
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Dorilus Morrison, first mayor of Minne- 

apolis, was the first president of the 

Northwestern National Bank established 
in 1872 


augurated, Jacob K. Sidle in 1864 re- 
organized the Bank of Minneapolis as 
the First National Bank of Minneapolis. 
He served as president and his brother, 
H. G. Sidle, was cashier. This institu- 
tion is the oldest bank in Minneapolis 
and is now the center of the First Bank 
Stock Corporation group. 

The other famous pioneer bank of 
Minneapolis, the Northwestern National 
Bank which is the center of the present 
Northwest Bancorporation group, had 
just as distinguished a first president— 
—Dorilus Morrison—when it was 
established in 1872. He was one of the 
incorporators, in 1856, of the Minne- 
apolis Mill Company which was formed 
to develop the waterpower of the falls; 
and he was the first mayor of Minne- 
apolis. He was one of the builders and a 
director of the Northern Pacific Rail- 
road; and after the panic of 1873, with 
which the Northern Pacific was deeply 
involved by the failure of Jay Cooke, 
Morrison constructed another section of 


An old sawmill scene from earlier days 


the railroad and took his pay in timber 
land as there were no funds. 

Morrison was succeeded as president 
of the Northwestern National Bank by 
H. T. Welles, who had been the first 
mayor of St. Anthony, and who was 
the promoter of the first railroad built 
to St. Paul in 1862. 

In the meantime Minneapolis and St. 
Anthony, though rival villages, were 
alike concerned with securing transpor- 
tation and with developing the use of 
the falls. 

The Minneapolis and St. Louis Rail- 
road was constructed to St. Paul by 
local capital because of the refusal of 
the president of another railroad to 
make the connection, and it was fi- 
nanced largely by private bankers and 
the state bank. Railroad connection was 
made with Faribault in 1865, and with 
LaCrosse in 1867. With the help of 
$100,000 in city bonds, financed by the 
banks, the Lake Superior and Miss- 
issippi Railroad was extended to Duluth 
in 1871. 


THE MUNICIPALITIES MERGE 


AT the falls, power canals were con- 
structed early to provide sites for mills, 
but in 1867 the construction of a tunnel 
threatened inadvertently to break away 
the ledge of the falls. This alarmed the 
villagers because the mills were cutting 
about 77,000,000 feet of lumber a year 
—worth about $1,850,000—and were 
grinding 172,000 barrels of flour worth 
$1,660,000; and it was felt that the loss 
of the falls would mean the ruin of both 
towns. The little municipalities, the 
banks and the citizens raised $335,000 
which—along with $500,000 from Con- 
gress—permitted the construction of a 
concrete dike under the river bed. This 


EROWN 


Jacob K. Sidle in 1864 reorganized the 
old Bank of Minneapolis under the Na- 
tional Bank Act as the First National 
Bank of that city. This is the oldest 
banking institution in Minneapolis 


necessity for common action did much 
to unite the two towns of St. Anthony 
and Minneapolis, which was accom- 
plished in 1872. 

In‘ the next few years the process of 
flour milling was revolutionized and the 
whole milling industry was reorganized. 

First, a. new process of saving the 
gluten from the middlings by means of 
the middlings purifier was introduced 
in the Washburn mills, but this bettered 
the flour rather than altered the indus- 
try. The real revolution in the industry 
came with the introduction of roller 
milling. For thousands of years grain 
had been ground between flat stones, 
only one pair of which might constitute 
a mill. But in 1875 Charles A. Pillsbury 
and George A. Christian took up the 
idea of roller milling which was being 
tried in Hungary, and after improve- 
ments adopted it in the Pillsbury Mills 
and in the Washburn Mills managed by 
Christian. This substituted a series of 
chilled iron rollers for grindstones, and 
metamorphosed the industry from the 
little mill by the stream to an immense 
manufacturing plant. 

The effect was to concentrate flour 
milling in great centers, and to a large 
extent at Minneapolis. This required 
rebuilding and refinancing the mills and 
the whole industry. The revolution in 
flour making may be judged from its 
expansion in Minneapolis. The produc- 
tion there was multiplied ten times be- 
tween 1870 and 1880, jumping from 
200,000 to 2,000,000 barrels. This re- 
quired one new mill after another and 
heavy financing. The terrific explosion 
of the Wash- (CONTINUED ON PAGE 58) 
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“If American bankers are now willing to do their part in 

encouraging this movement, we may confidently antici- 

pate real progress”, believes Mr. Ransom, who is vice 
president of the Fulton National Bank of Atlanta 


Sound Credit Expansion 


through Trade Acceptances 


One Way for Banks to Help 


Develop Local Business 


By RONALD RANSOM 


HERE seems to be an idea that 

banks have not responded as they 

should to the effort to increase the 
use of acceptances. If there is any justi- 
fication for this thought the answer is 
to be found in the fact that bank cus- 
tomers, in small cities and towns, have 
not themselves cared to change their 
merchandising operations and have pre- 
ferred to go along the credit roads which 
they have heretofore traveled, and to 
sell on open account and base their bank 
credit on the strength of their own 
position. 

Many plans have been advanced in 
recent months to expand credit. One of 
the best remedies and one of the most 
workable also happens to be one of the 
oldest. There is no need to invent some 
novel and experimental solution. Turn 
back the pages of history. In ancient 
Venice and Lombardy and Holland and 
in the Hanseatic towns of the 12th 
Century we find the acceptance recog- 
nized as an important instrument of 
trade—an established method of utiliz- 
ing and extending credit resources. 

The present period of depression has 
served to turn business and financial 
thought once again towards the use of 
acceptances. If American bankers are 
now willing to do their part in en- 
couraging this movement, we may con- 
fidently anticipate rapid progress. 
Trade acceptances were gradually sup- 
planting earlier methods in use in this 
country in financing business when the 
demoralization in all lines of business 
which followed the Civil War side- 
tracked the promise of important devel- 
opments then in prospect. The splendid 
educational work which bankers’ asso- 
ciations, credit organizations and the 
American Acceptance Council have car- 


32 


E. W. SHEPARD 


A special trade acceptance committee of 
the American Acceptance Council has 
been formed to coordinate the activities 
of the committees in the twelve Federal 
Reserve districts. Mr. Shepard is chair- 
man of this special committee. He is 
treasurer of the Graybar Electric Com- 
pany, New York 


ried on for years and which had been 
showing substantial results before the 
depression will be expedited by the pres- 
ent demand for credit expansion and by 
the fact that trade acceptances fit in 
with the necessities of the moment. 
The nations of Europe have for gen- 
erations fully realized the advantages to 
buyer and seller, as well as to bankers, 
in the use of these instruments. In one 
year previous to the World War the 
Bank of France discounted $3,000,000,- 
000 in acceptances with an average of 
$100 each and with some actually as 
low as $1. The possibility of their use 
in such small denominations has not 
yet occurred to American banking, nor 


have we realized, as has Europe, the 
vast possibilities which are inherent in 
this class of paper. It is perhaps for- 
tunate that a present day necessity is 
serving to bring home to us what they 
offer as an answer to some current bank- 
ing and commercial problems. 

The advantages from the point of 
view of seller and buyer have been 
thoroughly presented through many au- 
thoritative sources for years and during 
the last few months additional weight 
has been furnished in support of these 
arguments by the demand that banks 
should expand credit. 

Approaching the subject from the 
bank’s point of view we will find that 
many important business interests feel 
that banks outside of the larger cities 
have as yet an inadequate appreciation 
of the fact that trade acceptances offer 
one of the safest temporary investments 
which can be found for bank funds, and 
can be made to assist in the develop- 
ment of local business. A two-name 
negotiable instrument evidencing a 
closed transaction with its maturity 
definitely agreed upon, and with a trade 
practice justifying belief that the obli- 
gation will be met upon its maturity, 
and with the promise of a rapidly de- 
veloping marketability, and being re- 
discountable at Federal Reserve Banks 
by member banks, is such a desirable 
bank investment we may be sure our 
banks will meet the demands of business 
and do their part in carrying forward 
the present movement. 

Banks and customers alike outside of 
the larger cities have not understood 
that the use of acceptances could be 
developed to advantage in many locali- 
ties where they have not been in use 
and where (CONTINUED ON PAGE 62) 
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Management and Economics 
Are the New Farm Tools 


How Better 
Money Income 


Is Resulting 
from Records 


and Labor 
Efficiency 


N periods of economic slack human 
| nature appears as the limiting fac- 

tor. Management may fail, distri- 
bution may fail, buying power may fail 
and people may fail, but land and 
other national resources do not fail. 
Economic law is human made and is 
therefore susceptible to change, read- 
justment and improvement. What hu- 
man ingenuity has developed, human 
ingenuity can modify and improve. 

Agriculture represents the largest eco- 
nomic activity, normally utilizing 21.5 
per cent of our people gainfully em- 
ployed. Conditions affecting this large 
group react for better or for worse on 
those engaged in other pursuits. Car- 
tied to the extreme, no nation has yet 
survived a decadent agriculture. 

Beginning about the time of thé 
World War, significant shifts have 
taken place. Greater mechanization of 
‘ agriculture, though still in its infancy, 
has stimulated commercial agriculture 
as compared with self-sustained farms. 
The period is marked by intense com- 
petitive struggle, internally and inter- 
nationally. This demands larger money 
income, and more intelligent use of 
credit facilities. Decrease in the use of 
horses and mules (9,000,000) has re- 
sulted in throwing about 25,000,000 
acres, formally needed for producing 
feed, to the production of other crops 
amounting to an increase of about 13 
per cent. This shifting process continu- 
ously calls for better economic under- 
standing and the practice of better 
business management. 

Success factors in farming parallel 
those in banking. Much depends on the 
management. The National Farmers 
Company of Omaha, headed by a for- 
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Director, Agricultural Commission 
American Bankers Association 


mer banker, tells of a Nebraska tenant 
in Nuckolls County who bought old 
machinery and impoverished stock of 
an incapable tenant. With identical 
equipment, nearly identical weather 
and on the identical land, this new 
tenant produced 2,136 bushels of corn 
in 1931, as compared with 384 bushels 
by the previous tenant the preceding 
year. In 1930 at 45 cents, the crop 
amounted to $172.80. In 1931 at only 
35 cents, the crop brought in $747.60, 
an increase of $574.80 due to manage- 
ment. 

In a circular entitled “Farm Prac- 
tices That Pay”, based upon studies 
made from farm accounts kept by 
groups of farmers organized and under 
the leadership of the Illinois College of 
Agriculture, figures are presented, show- 
ing a gain of $1,265 per year per farm 
on 25 central Illinois farms, covering a 


The Banker’s 
Part in Taking 
the Lead for 


Constructive 
Work in Farm 
Development 


period of six years. This is due to bet- 
ter practices and improvements adopted 
because of their farm management 
studies made through the medium of 
records kept on these farms. In com- 
menting on the studies, the following 
significant statement appears, “One is 
impressed with the fact that success 
in farming is achieved not by doing 
unusual things, but by doing the usual 
things unusually well”. 

A few of the many farm management 
problems are submitted to indicate 
some of the conditions, possibilities and 
difficulties confronting the farmer as he 
struggles along with other business men 
to readjust to changing conditions and 
gradually to emerge into more satisfac- 
tory living conditions. 

A thief that works when it rains is 
making terrible inroads on farm capi- 
tal. It is estimated that 75 per cent of 
all land in this country under cultiva- 
tion, approximating 250,000,000 acres, 
is in some degree affected by soil ero- 
sion. It is stated further that erosion 
removes over 21 times as much plant 
food from our cultivated fields and pas- 
tures as through the crops harvested. 
No industry can long withstand losses 
of this kind. Terracing, strip cropping, 
strip sub-soiling and the hollowing out 
of small, shallow, water-holding depres- 
sions over plowed ground are some of 
the methods being used to help check 
the most vicious destroyer of soil fer- 
tility. This problem is of vital interest 
to all members of a community, as well 
as to the farmer. 

“Did you ever look a man in the eye 
who was talking about something you 
knew all about, when he thought he did 
and you knew he didn’t? That is the 
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Lower 


One-third One-third One-third 


Number of farms 


37 36 37 


Crop acres per farm 


157.5 A 163 A 214A 


Gross income 


$2,595.42 $1,983.80 $2,711.72 


Operating expense 


1,792.54 2,120.55 5,136.27 


Net farm income 


$802.88 —$136.75 |—$2,424.55 


*When a summary is given to participating farmers the various items that go to 
make up income and expense are listed, making detailed comparison possible. 


feeling and pleasure that comes to one 
who is keeping books, and knows what 
he is doing.” This statement comes from 
a Wisconsin banker who has been prom- 
inent in banker-farmer activities and 
who thoroughly believes in farm ac- 
counts. A good business knowledge is a 
great asset to any farmer. This is 
demonstrated by some recent experi- 
ences: 

Kansas Farm Bureau-Farm Manage- 
ment Association. Bankers in 15 coun- 
ties joined with farmers and the Ex- 
tension Service in helping to organize 
two associations composed of 280 
farmers, banded together to keep farm 
accounts and to study the business 
management of farms. Each association 
employed a man to give his full time 
to the leadership of this work, visiting 
farms and assisting in taking invento- 
ries and keeping records, and helping in 
checking results. The farmers con- 
tributed from $16 to $50 per farm, ac- 
cording to size, to support the project. 


A brief summary of 110 farm records 
for 1931, taken from one of these asso- 
ciations and grouped into thirds based 
on net farm income, typify some of the 
interesting and valuable results accruing 
from this work. The summary is shown 
on the table printed on this page. 

The upper one-third shows $611 
more gross income and $328 less operat- 
ing expense than the middle group, al- 
though nearly half of the middle one- 
third shows a net farm income. The 
lower one-third, while having the larger 
gross income, are loaded with heavy 
operating expenses. In times of good 
prices the larger farms are usually more 
profitable, the larger volume of business 
reducing the proportion of overhead. 
During conditions like the present, the 
opposite appears to be true, due in the 
main to the difficulty of reducing over- 
head expenses. 

These records were used before the 
Interstate Commerce Commission in ef- 
forts to arrive at an equitable freight 


A STUDY IN FARM MANAGEMENT 


10 ACRES 
OATS 
POORLY ARRANGED 

FIELDS 


30 ACRES 
WHEAT 


10 ACRES 
BLUE GRASS 
PASTURE 


20 ACRES 


10 ACRES 
OATS RED CLOVER 


18 ACRES 


10 ACRES 
CORN ORCH. 2A. RYE 8 ACRES 

BLUE GRASS 
PASTURE 


20 ACRES 
WHEAT 


THE REVISED 
LAYOUT 


20 ACRES 
RED CLOVER 


20 ACRES CORN 
20 ACRES OATS | 
18 ACRES MIXED CLOVER PASTURE | 


20 ACRES CORN 
640 FT. = = 


2640 


The revised plan provides a regular six-year rotation with large fields 
and straight edges, requiring minimum of turning and with easy 
access from farmstead 


rate. The condition of agriculture can 
be clearly and accurately pictured only 
when dependable records are available, 

Utah Farm Business Analysis. Utah 
bankers made farm accounts the major 
banker-farmer project for 1931, co. 
operating with the Utah Agricultural 
College and the United States Depart- 
ment of Agriculture. This effort resulted 
in 127 complete accounts. Although a 
difficult year several receipts averaged 
$1,985; total expenses, $1,756; and net 
receipts, $629. To this there is an aver- 
age credit of $237 for products used in 
the farm household, and an average of 
$149 for income other than the farm, 
making a total income of $1,015—not 
bad for these times. No allowance is 
made for interest on equity; this might 
off-set house rent, fuel, etc. 

In analysing these records it was 
found that the more successful farmers 
studied to correlate various farm ac- 
tivities and by the use of livestock 
make an efficient distribution of labor 
throughout the year. This Utah project 
has demonstrated that even in years 
of drought and low prices there are 
many farms, by virtue of a high degree 
of efficiency by operator and family, 
that still show a profit. The wide varia- 
tions between individual farms and be- 
tween counties show opportunities for 
still greater accomplishments. 


LARGE vs. SMALL FARMS 


WASHINGTON. The records here 
point the way to profitable readjust- 
ments under varying price conditions. 
With two counties completing five 
years and another three years, they 
give an opportunity to study variations 
due to changing conditions. They give 
to county agents and extension officials, 
and to bankers, a perspective difficult 
to get in any other way. Two of these 
five years showed that the larger farms 
with larger turn-over had the larger 
income. In 1931 things went into re- 
verse. The small family-sized farm, be- 
cause of ability more quickly to adjust 
costs—especially labor—to lower prices, 
had the larger income. In such times 
leaks are more glaring and are not cov- 
ered up by increasing inventory values 
as in periods of rising prices. Records in 
periods of low prices reveal the merits 
of a happy combination of an efficient 
manager and high producing land. 
Washington records show a strenu- 
ous effort to reduce expenses on all 
farms. In Whatcom County the farm 
records showed an average cash ex- 
pense of (CONTINUED ON PAGE 44) 
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The Cheek Tax 


What Do Bankers Think of It? 
What Is the Customers’ Attitude? 


What Does 


This article is composed entirely of direct quotations from bankers 
obtained by the JOURNAL through letters and personal interviews. 
It gives a picture of banking opinion on the new tax in operation 


I. Opinion 


THE burden of the new tax is the re- 
sult not so much of the tax itself as of 
the loose way in which the provisions 
have been drawn. If we had a clear-cut 
law, followed by definite and positive 
instructions from the Treasury Depart- 
ment covering all kinds of bank trans- 
actions, the nuisance feature so far as 
the banks are concerned would be 
largely eliminated. In my judgment the 
tax is a reasonable one, and potentially 
productive of a considerable amount of 
revenue. . . Bank customers regard it 
as a nuisance tax and we are satisfied 
that it will not produce revenue at all 
commensurate with the harm it may 
do in aggravating hoarding. We know 
that it was wholly unreasonable to im- 
pose the burden of its collection on 
banks. . . I am not at all sure the tax 
on checks is unjust, but I do think it is 
a tremendous burden on the banks to be 
required to keep the Government's rec- 
ord instead of using the old reliable 
method of revenue stamp. . . The law, 
as well as the regulations, are very 
vague and questions arise daily which 
are difficult to answer. .. We favor any 
act by Congress that would eliminate 
this extra burden... 

We feel, as most banks do, that this 
was an outrageous thing to demand of 
the banks without compensation. Quite 
naturally we have heard many com- 
plaints from our customers as a result 
of this tax. They feel it is unjust to 
them and to the banks also, particularly 
at this time and under such conditions 
as now exist. . . We think the manner 
of collection is an outrage. We are not 
opposed to the tax and if it were a 
stamp tax, would have absolutely no ob- 


jection, but do feel that the expense and 
work added onto banks, in the handling 
of it in the present form, is a terrible 
imposition. . . Our officers are unan- 
imously opposed to the tax in its 
present form. They state that computa- 
tion of the tax entails great labor ex- 
pense. The tax is a nuisance to the bank 
and to the owner of the checking ac- 
count. The principal grievance from the 
standpoint of the bank officer seems to 
be the complete lack of interpretation 
of the law by the Treasury Depart- 
ment... 


Il. Effects 


IT is too soon to develop any statistical 
record showing what effect the tax has 
had upon the number of checks used. 
This is also true of the volume of cur- 
rency outstanding. . . We have received 
innumerable complaints about the tax 
and our list of closed accounts has in- 
creased at least 
100 per cent in 
reaction against 
the tax. Of course, 
the great major- 
ity of these closed 
accounts are small 
balances; never- 
theless, they do 
take customers 
out of the bank 
and circulation is noticeably increased. 

. As yet it is a bit too soon to obtain a 
definite idea as to just what the effect 
would be. . . It has resulted in the clos- 
ing of several small accounts, consolida- 
tion of others and the transfer of some 
small commercial accounts to the sav- 
ings department. . . Our figures indi- 
cate a net decrease of approximately 20 
per cent in the number of checks drawn 
against individual accounts. We do not 
have any figures in regard to the in- 
crease in currency paid out over the 
window; however, our tellers have 
noticed an increase. . . 

A considerable number of small ac- 
counts have closed out as a result of 


2.60, 3.27, 4.50, 1.25 
2.98, 2.00 © 
1.90, 1.25, 2.20, 2,00 


5.50 «Tax 


1.00, 3,64, 


2,26, 3.80, 5.00, 2,22 


What Are Its First Effects? 


It Cost to Administer? 


the check tax. I would like to point out 
that this loss in small accounts has re- 
sulted in a loss of revenue to the bank 
as most of these accounts were subject 
to a service charge. . . A considerable 
number of small checking accounts and 
a few that are worthwhile have been 
closed because of the check tax. Many 
other customers who carry a consider- 
able account are not checking on it as 
freely as they formerly did. They oc- 
casionally come to the bank and with- 
draw a considerable sum with which 
to pay their current bills. . . We have 
had quite a few small accounts to close 
out due to check tax. The new tax has 
brought about a greater volume of cur- 
rency to be handled by the tellers, both 
on deposits and withdrawals. . . Up to 
the present we see very little effect in 
that there are practically as many 
checks being drawn as formerly. . . We 
find that we have, since the inaugura- 
tion of the check tax, lost quite a num- 
ber of the so-called small, convenience 
checking accounts. In connection with 
the smaller checking accounts, a great 
majority of these 
customers find 
that if they issue 
25 checks on the 
average per 
month, it is cost- 
ing them 6 cents 
per check, 2 cents 
per check for the 
tax and 4 cents 
per check for the 
$1.00 service charge per month. . . Of 
course, we have had the usual number of 
complaints regarding the cost of this tax 
and have had a few cases of accounts 
being closed for this reason. .. By actual 
count, on a weekly average basis, we 
find that the number of checks drawn 
on us has decreased approximately 20 
per cent since this law came into opera- 
tion and while quite a number of small 
accounts have been closed, they have 
been less than we had anticipated. . . 

First 18 days of July, 1931, we paid 
67,950 checks, and this year, 56,734 on 
approximately the same total deposits 
—about 20 per cent fewer. Small ac- 
counts closed are negligible, perhaps 50 
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on account of the tax. We do not find 
any noticeable trend towards carrying 
currency to avoid paying by check nor 
do we believe the smaller volume of 
checks paid is due so much to the check 
tax as to unsettled conditions here due 
to uncertainty about the effect of the 
Government’s economy program. . . Re- 
duction in the number of checks charged 
daily is approximately 20 per cent. 
There is no material increase in the clos- 
ing of accounts. . . Since the date the 
tax was made effective a great many 
small nuisance accounts have been 
closed—apparently because the cus- 
tomers were unwilling to pay 2 cents 
a check. We have found it wise to in- 
crease the amount of currency we hold 
in the vault, to offset the numerous 
small increases in requests for currency 
to pay bills in cash instead of by 
check. . . In our estimation the tax 
has reduced checking activity approxi- 
mately 20 per cent, but this reduction 
in checking activity has made no cor- 
responding reduction in our clerical 
forces, as the time required to maintain 
proper records of the tax due against 
accounts has more than offset the re- 
duction in activity. As mentioned be- 
fore, many small accounts have been 
closed out entirely while others have 
been transferred to savings. . . Check 
transactions appear to have been re- 
duced about 10 per cent... 

It has required a lot of explaining 
on the part of our bank officials to some 
of our best cus- 
tomers that the 
tax is an arbitrary 
Government tax 
and has nothing 
to do with the 
bank whatsoever, 
except that we are 
compelled to 
charge the cus- 
tomer’s account 
and remit to the Government. In several 
instances the customers could not be 
convinced and have temporarily with- 
drawn their accounts. . . I do not notice 
any particular effect on the volume of 
currency outstanding. . . The situation is 
rather well expressed by one depositor 
who stated that he did not mind pay- 
ing our service charge, but with the 2 
cents’ tax per check on top of that, he 
closed his account. We expect, of course, 
that check drawing will diminish for a 
time—most depositors object to the tax, 
even though they may not express them- 
selves—but jn a few months they will 
forget about it. . . The loss to individual 
banks in total deposits will not be great, 


but it appears the national gain in 
hoarded money might be enormous. . . 
Check consumption has shown a de- 
crease of approximately 5 per cent and 
the amount of currency in use has shown 
an increase of from 15 to 20 per cent. . . 
We had expected a much larger number 
of closures and were agreeably surprised 
when they failed to materialize. . . 


III. Costs 


OF COURSE, our greatest complaint 
is the additional work placed on our 
organization and the extra expense to 
which we are put in collecting this tax. 
Quite a number of checks have been 
presented to us for the exact amount 
of their balance to close out the ac- 
count, and we have returned them be- 
cause there were not sufficient funds in 
the account to pay the check tax... 
The greatest nuisance from the tax falls 
upon the bookkeeping department. Our 
Officials in that department tell me their 
estimate for our main office alone is 70 
hours of additional labor per month. . . 
The bank is appointed an agent of the 
Government, at the expense of the bank, 
to collect this tax. In a bank our size 
[deposits, $3,000,000], I would say the 
additional clerk hire and stationery will 
cost us $200 or $300 a month, and in 
larger banks the expense will amount to 
possibly as high as $1,000 per month. 
We happen to be a United States de- 
pository and make remittances daily to 
the Treasurer of the United States, cov- 
ering amount in 
excess of balance 
which we are al- 
lowed. In making 
this remittance to 
the Government, 
of their own 
money, we are 
compelled to pay 
a tax of 2 cents, 
which seems to us 
to be an additional outrage. . . 

We estimate at least 12 people in our 
main office spend one-half hour daily 
in connection with the extra work 
caused by the recent tax law. The ex- 
pense involved in the alteration of our 
bookkeeping machines, in order to ac- 
cumulate the tax charged to depositors’ 
accounts, was an expense to the bank, 
which expense will be repeated when the 
machines are restored after the expira- 
tion of the tax law. New systems of ac- 
counting were necessary in order to ac- 
cumulate the tax and considerable time 
was spent by banks in this connection. . . 
We estimate that it will cost us for 
time, labor and forms necessary, at 
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least 25 per cent of the amount of the 
tax we will collect, to serve as a collec. 
tion agency for the Government. . . Ad- 
ministration of the tax is no great 
trouble. . . This bank is very bitter 
against the tax, because of the addi- 
tional labor which has been imposed 
upon it. If there is anything we can do 
to have this tax corrected, kindly call 
upon us. . . It is making us considerably 
more detail work and we probably will 
have some difficulty with the tax re- 
turns. . . It has resulted in causing un- 
employment to the extent that we have 
reduced our bookkeeping force. Al- 
though we have been able to cut down 
on our force, we have not been able 
to cut down our expenses in proportion 
to our loss in revenue from service 
charges, this being due to the fact that 
service charges are based on a given 
volume of business and an increase in 
volume does not increase expenses pro- 
portionately. Under our method of col- 
lecting the tax, the burden falls at the 
end of the month at which time about 
an extra hour’s time for each clerk in 
the bank is required to figure the 
amount of tax. It has, no doubt, thrown 
a considerable number of employees out 
of work and at the same time has de- 
creased the revenue of the banks at a 
time when the revenue of the banks on 
the whole has already been seriously 
impaired. . . 

We have not yet had sufficient time 
to experience in full the difficulties 
which it imposes. We have been follow- 
ing the practice of charging the amount 
of the tax for the previous month 
against accounts of depositors, between 
the first and tenth, unsupported by 
debit tickets. The only complaints thus 
far have come from a few customers 
who have advised us they would prefer 
to have their tax billed to them sepa- 
rately, instead of having it charged 
monthly against their accounts. In such 
cases we have complied with these re- 
quests, which involves additional cleri- 
cal work and postage expense. . . Ac- 
counts are being closed without allow- 
ing for tax charge. This causes great 
inconvenience to the banking institu- 
tion. Decision has to be made whether 
to return the check because of the fail- 
ure to provide for the tax or to charge 
up the check and endeavor to procure 
the tax from the patron. The burden of 
additional work placed upon our book- 
keeping department is considerable. It 
means two entire additional daily op- 
erations. The reduction in the number 
of checks does not offset this additional 
work. Our (CONTINUED ON PAGE 46) 
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From everywhere to everywhere—commodity prices are items of 

first importance daily, every hour, to the whole world. The great 

news agencies—Associated Press, United Press, International News 

—and special services sponsored by individual newspapers, supply 
the demand for quotations 


Commodities Are 
in the News 


By W. S. COUSINS 


ROM now until the end of the 
Poe: the trend in commodity prices 

will constitute the biggest single 
factor in determining whether or not 
the country is emerging from the busi- 
ness depression. 

As long as financial history has been 
written, a decline of more or less abrupt 
proportions in commodity prices has 
accompanied every major business de- 
pression. Prices have swung lower as 
unemployment and shrinking business 
profits cut into the purchasing power of 
all groups in the population. The sur- 
plus of unsold raw and manufactured 
goods has reached higher and higher 
proportions. 

Then would come the day when prices 
tefused to give ground. The pace-setters 
in the commodity list would hold steady 
for a certain period, then would gradu- 
ally but perceptibly move up the price 
scale regaining the bulk of their former 
losses or establishing an entirely new 
level based on the new conditions in 
production and consumption created by 
the depression. Among economists and 
business leaders it has been established 
gradually that a recovery in prices of 
goods in the home markets constitutes 
the most reliable forecast of a change 
for the better in industry and business 
—in other words, the passing of the 


In the August issue Mr. Cousins con- 

tributed an article on trade acceptances. 

This month he writes about commodity 

prices, the central factor usually looked 
upon as affecting recovery 
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depression and attendant ills. 

It was fully three months be- 
fore the crash in the American 
stock market in October, 1929, 
that the prices of farm products, food- 
stuffs, metals and other leading com- 
modities inaugurated the long decline 
which has carried them to the lowest 
computed levels in the present genera- 
tion, and in many cases to unprecedent- 
ed levels. Senator Borah is authority 
for the statement that wheat, in one of 
its recent characteristic plunges, reached 
the lowest level in 400 years. 

Right here it should be recalled that 
commodities did not duplicate the wild 
upward movements of speculative stocks 
in the period under review. The peaks of 
the whole post-war period were recorded 
in the early part of 1920, from which 
there was a sensational drop in the fol- 
lowing year and a gradual recovery of 
less than half the ground lost in the next 
nine years. Except for a brief period in 
the middle 90’s, the general level of 
commodity prices at the bottom of the 
June recession was the lowest in a cen- 
tury. 


These recessions in commodity prices 
have naturally left their imprint upon 
the so-called indices which are compiled 
and computed by a number of the well 
known agencies. Thus the U. S. Bureau 
of Labor Statistics wholesale com- 
modity index in May, 1920, stood at 
167.2 (1926 equals 100) compared with 
117 in 1928 and 99 in 1929. It has since 
receded to 65. 

Bradstreet’s commodity price index 
reached its post-war peak of 20.87 in 
January, 1920, and in May, 1929 stood 
at 12.46, since which time it has fallen 
to 6.68, a drop of nearly 70 per cent in 
three years. The National Industrial 
Conference Board’s Cost of Living 
Index (1923 equals 100) registered 
123.6 in July, 1920, fell violently in 
1921, rallied to 100 in the period ended 
July, 1929, and was quoted near the 
middle of August around 78. 

During the three-year period ended 
July, 1932, (CONTINUED ON PAGE 48) 
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KEYSTONE 


Sala de Oro, of the Los Angeles Biltmore, one of the world’s largest hotel assembly rooms. Most of the principal meetings 
of the Los Angeles Convention will be held here 


Events and Information 


WITHIN THE ASSOCIATION 


the formation of the American 

Bankers Association have there 
existed more compelling reasons for 
a great nation-wide gathering of bank- 
ers for purposes of discussion and the 
formulation of sound measures—never 
has there been a timelier opportunity 
for taking stock and mapping procedure 
than that which will be afforded by the 
Annual Convention in Los Angeles, 
October 3-7. 

Speakers at the general sessions will 
discuss taxation and other matters of 
broad, national interest. The Division 
meetings will treat more specifically the 
problems of national banks, trust com- 
panies, savings banks and state banks. 
At the time this is written the speakers’ 
list has not been completed. 

The last session of Congress accom- 
plished the passage of more far-reaching 
legislation of an economic and banking 
character than any similar session since 
the creation of the Federal Reserve Sys- 
tem. Much of this legislation is good 
and much is, paternalistic; much of it 
may lead to serious encroachments upon 
what has always hitherto been con- 


G ie fom in the 58 years since 
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58th Annual Convention 


Los Angeles—October 3 to 7 


sidered the domain of private enterprise. 
There is no bank so small, no bank so 
big, as to be outside the scope of this 
legislation’s influence. Its possible rami- 
fications are vast and the outlook re- 
quires the interchange of thinking by 
many minds, peculiarly the province of 
the Annual Convention of the American 
Bankers Association. 

What banker is there who will not 
benefit from this chance to discuss with 
other bankers from every section of the 
country the significance of the many 
untried features of the Reconstruction 
Finance Corporation with its extensions 
of credit to states, counties and munici- 
palities; in behalf of foreign trade, 
especially in agricultural products; and 
in the authority extended ‘to the Fed- 
eral Reserve System to deal directly 
with the public? 

Then there are the uncertain effects 
of the Home Loan System; the results 
which are to follow the emission of new 
national bank notes based on certain 


Government bonds; the _ internal 

and cost problems which follow in 

the train of the new taxation bill, 

especially in respect to the check 
tax; the surcharges on currency and 
security shipments, and the administra- 
tion of trusts. 

A determined effort toward “re- 
flation” is under way. Will this get out 
of hand and develop into inflation, or 
just what will develop and what will 
be its effects upon bank investment ac- 
counts? Just what can banks most wise- 
ly and profitably do to hasten the re- 
turn of better times and what part can 
inter-bank co-operation take in these 
measures? 

On all sides, bankers find themselves 
faced with serious problems—many of 
them without guiding precedents and 
requiring new trails. In the clear air of 
Los Angeles, away from the daily 
routine and in contact with able minds 
from every section of the country, a 
freshened viewpoint is bound to result; 
a new courage toward the future and 
new weapons with which to achieve 
more equitable banking revenues and 
broader public service. 


* 
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Los Angeles bankers assure you a 
cordial welcome and a full display of 
that cordiality and hospitality for which 
the city is noted. You are going to find a 
far bigger city than you saw in 1926, 
the date of the last convention in the 
city of The Angels. New hotels, new 
theatres and new show-places abound 
on all sides, yet costs will be the lowest 
in a generation. At the Los Angeles 
Biltmore, which will be the Convention 
Headquarters, single rooms with pri- 
vate baths may be had for as little as 
$4 a day, while rooms with twin beds 
and bath are available for $6. Its Sala 
de Oro, where the principal meetings 
will be held, is said to be the largest 
hotel assembly room in the world, and 
assures comfortable seating space for 
all delegates. 

While the complete entertainment 
program has not yet been announced, 
there are ample attractions to satisfy 
the most exacting visitor—golf, Holly- 
wood, swimming in the Pacific, boating, 
deep-sea fishing, a trip to Catalina, etc. 
—while magnificent highways lead to 
reminders of Spanish days which ante- 
date the signing of the Declaration of 
Independence, and breathe the mission 
and hacienda flavor of by-gone days. 

Among the men who will receive the 
delegates in Los Angeles are these lead- 


ing bankers of Southern California and 


SOUTHERN PACIFIC 


Pioneer days of the Pacific West. Above: 
when the “Iron Horse” of the West met 
the “Iron Horse” of the East at Prom- 
ontory, Utah, in 1869, after the last 
spike had been driven connecting the 
Central Pacific (now the Southern Pa- 
cific) and the Union Pacific in the first 
transcontinental railroad route. Right: 
the old Timms and Company landing at 
San Pedro, the forerunner of the pres- 
ent Los Angeles harbor 


Hotel Reservations 


There is no dearth of good hotel 
accommodations in Los Angeles. 
Hotel facilities are adequate and 
give assurance of comfort. Reser- 
vations are being made through 
Don S. Williams, Vice President, 
California Bank, Chairman of 
the Hotel Committee 


members of the reception committee: 
Chairman: Andrew M. Chaffey, 
president of the Los Angeles Clearing 
House Association, and chairman of the 
board, California Bank, Los Angeles. In 
1905 he founded the first branch bank 
in California, the forerunner of the now 
extensive branch banking systems in 
that state. He was active in the develop- 
ment of irrigation systems in the Im- 
perial Valley, the greatest reclamation 
project in the United States. 
Vice-Chairman: Henry M. Robinson, 
chairman of the board, Security-First 
National Bank of Los Angeles, the 
largest bank of southern California, 
ranking tenth in the United States on 
a basis of total resources. He is an 
officer and director of numerous out- 
standing industrial concerns in the 
Southwest, and a trustee of the Henry 
E. Huntington Library and Art Gallery. 
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He was chairman of the American dele- 
gation to tne International Economic 
Conference in 1927 and was one of 
three U. S. members of the committees 
which evolved the Dawes Plan. He is a 
member of the President’s Unemploy- 
ment Committee, active in planning re- 
lief. 

Victor H. Rossetti, president and di- 
rector of the Farmers and Merchants 
National Bank of Los Angeles. Active 
in civic affairs, charitable organizations 
and on banking committees. He is a 
member of the advisory committee of 
the Los Angeles Clearing House Asso- 
ciation for the American Institute of 
Banking. 

Willis D. Longyear, vice-president 
and director, Security-First National 
Bank of Los Angeles and chairman of 
the trust committee. One of the four 
surviving members of the “Old Guard” 
of that institution. He is a member of 
the Economic Policy Commission of the 
American Bankers Association, a for- 
mer president of the California Bank- 
ers Association, former Treasurer of the 
American Bankers Association, and for 
many years was a member of its Execu- 
tive Council. 

Herbert D. Ivey, president and di- 
rector, Citizens National Trust and 
Savings Bank, Los Angeles, and vice- 
president of the Los Angeles Clearing 
House Association. He is treasurer of 
the All-Year Club of Southern Cali- 
fornia. 

Ralph B. Hardacre, vice-president 
and director of the Security-First Na- 
tional Bank of Los Angeles. He was 
president of the California Bankers As- 
sociation in 1927-28, and is a former 
member of the Executive Council of 
the American Bankers Association. 

George W. Walker, director and chair- 
man. of the executive committee, Citi- 
zens National Trust and Savings Bank, 
Los Angeles; director, Petroleum Cor- 
poration of America and numerous 
other cor- (CONTINUED ON PAGE 59) 
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Ideas and Opinions 
A Time-Saving Digest of 


Current Business Thought 


This is a clearinghouse of items 
aimed to keep us informed with- 
out taking too much of our time 


ANTI-BANK PLOT 


“ANONYMOUS telephone calls were 
used in attempts to cause panic among 
the depositors of even the strongest 
banks. Reports were received in Chi- 
cago from many cities where the same 
system was used. I believe that the plot 
against banks was nation-wide.” 
—Melvin A. Traylor. 


GOLD 


“IF all the world returns to a gold 
basis, it is probable that we will have 
to raise the price of gold to correspond 
with the excessive demand for it or 
continue to have business distress for 
many years. To attempt to adjust the 
entire business and credit structure to 
the present value of gold is a more 
serious business than this country has 
ever undertaken.” 

—Prof. G. F. Warren, 


Cornell University. 


UNIFORM LAWS 
IN THE STATES 


“THE American Bankers Association 
has for many years been working in 
cooperation with state organizations to 
promote uniform state laws. 

“The need for such uniform laws 
throughout the United States is self- 
evident. While our country is com- 
mercially one, the interstate transac- 
tions of banks involve dealings in nego- 
tiable paper and documentary evidences 
of title to property which are governed 
by the laws of one or more of the 48 
separate states. 

“Much progress has already been 
made but there is still much to be done. 
Take the Negotiable Instruments Law 
now in force in all your states. How 
many of you can remember that prior 
to 1897 there was no uniform code of 
rules governing bills, notes and checks, 
and bankers in one state could not be 
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expected to know the laws in 47 other 
states. 

“Take commercial documents which, 
unlike negotiable instruments, do not 
call for payment in money but repre- 
sent titles to commodities in transit or 
in storage and upon the security of 
which the banks of the country make 
advances. Only one half of the states 
have passed the Uniform Bills of Lad- 
ing Act, while all but four states have 
enacted the Uniform Warehouse Re- 
ceipts Act, both of which protect the 
banks under your supervision.” 


—Harry J. Haas. 


THE NEW HAMPSHIRE PLAN 


OUT of New England comes a plan 
which, according to Governor Winant 
of New Hampshire, its spokesman, 
holds hope for employment to 3,000,000 
now out of work throughout the nation. 
The basis of the plan is a limitation of 
the working hours of the individual to 
provide work for 10 per cent more peo- 
ple, and to provide payment for these 
new workers by contributions from pres- 
ent employees, executives and stock- 
holders. By thus obviating the necessity 
of providing additional space and equip- 
ment, this plan meets some of the seri- 
ous objections which have been made 


R.F.C. Plans— 


“The Finance Corporation has 
done much to help business and 
will do more. But the Government 
cannot do it alone. Bankers and 
business men, big and little, must 
help. If every one gets his shoul- 
der to the wheel, there will be im- 
provement. America has had de- 
pressions before and has always 
come out of them. We will get out 
of this one. But we must help 
America instead of Europe and 
you can print that in capital let- 
ters if you like.” 
—Atlee Pomerene, 
Chairman. 


to previous shorter-day proposals, and 
carries the endorsements of prominent 
industrial, political and labor leaders. 


INTERNATIONAL 
CO-OPERATION 


“IF only there might come from Wash- 
ington an inspired and courageous voice 
of leadership which would stir the 
American heart and prove that the 
American people, too, can rise to a great 
height and can join the European na- 
tions in measures to relieve themselves 
of further loss, want and unemploy- 


ment!” 
—Dr. Nicholas Murray Butler. 


ARMAMENTS 


“ARMAMENT itself is not the basis 
of Europe’s trouble. It is only the ex- 
terior evidence of interior maladies, 
which are causing great suffering to the 


affected states.” 
—Lt. Col. C. G. Mettler, 
U. S. Army. 


EMPLOYMENT 


“PROVISION for adjustment of pro- 
duction and consumption for equitable 
distribution of the wealth created by in- 
dustry for adjustment of work-hours— 
these are fundamentals to sustained 
progress. The Government can provide 
the mechanisms through which citizens 
can cooperate to accomplish these ad- 
justments.” 


—American Federation of 
Labor Survey. 


WORLD TRADE 


“WHAT has warped the mechanism is 
that governments have paralyzed the 
movements of goods which are indis- 
pensable for the good health of the 
monetary system that regulates the 
economic and financial relations of na- 
tions among themselves.” 
—Pierre-Etienne Flandin, 
Former French Finance Minister. 


WAR DEBTS 


“WHEN I see a program which in my 
judgment will start wheat and cotton 
on the move, which will give employ- 
ment to the unemployed and confidence 
and initiative to business, I shall be will- 
ing, so far as I am concerned, to use 
the debts in any way, reduction or can- 
cellation, to make it a success. But there 
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How Much 


do you pay for 


Ditto Mar 
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PHOTOGRAPHIC bookkeeping methods eliminate expensive 


duplication of clerical work in banks... 


Wuy pay TWO clerks to ditto 
the same bookkeeping work?... 

And maintain TWO book- 
keeping machines to ditto the 
same calculations?... 

And buy TWO sets of station- 
ery to ditto the same figures?... 

—When you need make only 
ONE set of records, photograph 
them with Recordak, and save 
334% in labor, 40% in machines, 
50% in stationery, and a vast 
amount of filing space. 


The Recordak Photographic 


Recordak is used by hundreds of banks 
in the United States and Canada to 
make photographic records of checks 
paid, checks in transit, bookkeeping 
forms, file and other items at little ex- 
pense, saving time and money, and 
protecting against loss and fraud. 


Plan of Single Posting makes 
ledger records at the rate of 80 
a minute. It gives you greater 
safety because it provides an 
irrefutable photographic record 
of every bookkeeping transac- 
tion—and a tamper-proof, ab- 
straction-proof file. 

Rent Recordak for only $25 a 
month. Operate it at moderate 
cost. Save on bookkeeping... 
on transit...on filing space. 
Hundreds of banks are doing it. 
Write for further details. 


Recordak Corporation 


Subsidiary of Eastman Kodak Company 
350 Madison Avenue, New York City 
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must be all reasonable assurance that 
it will be a success. No partial, incom- 
plete program, leaving unsettled prob- 
lems hanging over the world, would 
justify either reduction or cancellation.” 


—Senator Borah. 
e 


HUMANIZATION 


“THE new era is bound to bring more 
consideration for others and less of 
those greedy, thoughtless tendencies 
which were responsible, in some part 
at least, for our present difficulties.” 
—Myron C. Taylor. 


PROPHET-EERING 


“THE real upturn for which we have 
been waiting and hoping may come 
within a short time or it may not put in 
an appearance for a year. From present 
indications, however, I would say that 
the chances of delay overbalance the 
chance of an early turn.” 

—Stuart Chase. 


SMALL SHAREHOLDER 
PROTECTION 


“AT present there is an utter inequality 
in status upon the great public ex- 
changes as between the isolated share- 
holder and corporate managements. 
Why should directors, for example, 
possess information not equally acces- 
sible in toto to every other partner in 
the enterprise? The indispensability of 
such a reform to the preservation of 
our existing corporate system is to be 
self-evident.” 
—Wm. Z. Ripley, 
in the New York Times. 


RAILROAD CONSOLIDATION 


“IN discussing the four-party railroad 
consolidation plan recently announced 
by the I.C.C., Daniel Willard, president 
of the Baltimore and Ohio, is quoted as 
follows: “It will be possible to bring 
about, through co-operation, many econ- 
omies in operation based in part on 
the elimination of certain competitive 
practices. Not only economies, but im- 
proved service to the public would be 
possible. I believe it measurably meets 
the spirit of the consolidation provisions 
of the Transportation Act.” 


JOB INSURANCE 


“THE industrialist can well afford to 
give careful study to problems of job 


R.F.C. Loan 
Publicity— 


“Reports will be filed monthly by 
the R.F.C. during the summer. 
The public will be advised as to 
what is being done with their 
money. This bill was drafted with 
that end in view. Newspaper re- 
porters will be able to get the in- 
formation by applying to the clerk 
of the House or the secretary of 
the Senate. If these officials refuse 
this information, they will be 
guilty of malfeasance.” 
—Representative Rainey, 
Democratic Floor Leader. 


insurance. The employee who has faith 
in the security of his job is ready to 
buy. Buying means employment and 
one keylog will be removed from the 
jam.” 

—Alfred P. Sloan, Jr. 


TRADE ASSOCIATIONS 


“THE development of efficient trade 
associations and commercial organiza- 
tions is essential to the further develop- 
ment of functional direction in the ad- 
vancement of national economic policy.” 

—Julius H. Barnes. 


FARM MORTGAGES 


“THE ratio of debt to the value of 
farms has increased from 9.5 per cent 
in 1910 to about 21 per cent in 1928, 
yet the mortality on farm mortgages 
has been low compared with other types 
of mortgages. More lenders are being 
guided by the productive capacity of 
farms as the determining factor, as a 
loan of this type admits of repayment in 
small instalments. Such a plan enables 
the farmer to get out of debt without 
too severe a drain on his finances and 
at the same time removes from farm 
mortgages the permanency feature 
which has too often clung to them.” 
—Chas. S. Jackson, President 
Federal Land Bank, Baltimore. 


GOVERNMENT FACILITIES 
FOR AGRICULTURAL CREDIT 


“THROUGH four large agencies, fi- 
nanced in whole or in part by the Fed- 
eral Government, more than $1,200,- 
000,000 has been made available to 
agriculture in the past 214 years. These 
advances have been made by Federal 
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Intermediate Credit Banks, Federal 
Land Banks, the Reconstruction Fi- 
nance Corporation and the Federal 
Farm Board, while the Secretary of 
Agriculture has a revolving fund of 
$10,000,000 for loans for stock sub- 
scriptions in new credit corporations, 
livestock loan companies and the like, 
when 25 per cent of the necessary capi- 
tal is raised locally. By these measures, 
agriculture is being carried through the 
present difficult period and placed in 
position to face recovery with far sim- 
pler credit problems than ever before.” 


—Paul Bestor, Commissioner 
Federal Farm Loan Board. 


November 8th— 
Defeat or Victory 
for Spendthrifts? 


(CONTINUED FROM PAGE 27) 


business and its tendency toward re- 
duction in standards of living. Faced 
with taxes larger than a year’s cash rent, 
the farmer became a recruit to the econ- 
omy ranks, judging from the utterances 
of the American Farm Bureau Federa- 
tion, the National Grange and the state 
and regional agricultural organizations. 
With higher taxes than ever to be fin- 
anced out of half-time pay, the laboring 
man who was buying a small home be- 
gan to become aroused. 

From such beginnings it was inevi- 
table that the present movement to “de- 
flate government” should arise and 
should gain strength almost overnight. 
The number of newly-created taxpay- 
ers’ associations all over the country, 
intent upon radical reduction of the 
cost of all government, was a natural 
sequel. So also were such organizations 
as the National Economy League, with 
its special mission of putting an end to 
at least $450,000,000 of the so-called 
“veterans’ racket” in the Federal Gov- 
ernment; the National Organization to 
Reduce Public Expenditures, formed 
in Chicago to carry on a nation-wide 
campaign for a $750,000,000 cut in 
Uncle Sam’s spending money; The 
Public, Inc., formed in St. Louis; and 
the vigorous organizations put together 
in almost every state and city of the 
country. 

These additions to the organizations 
in the field are simply democracy’s way 
of doing a necessary thing with popular 
force. The program as a whole is healthy 
and will not fail to bring far-reaching 
adjustments in public expenditures. 


= 


If banks could only use a “leader” —some- 
thing that would bring their customers in to 
the bank, in a buying mood, how much 
easier it would be to sell the profitable 


services the bank has to offer. 


There is a “leader” that can do it— 
A. B. A. Cheques. They have an appeal to 
everyone who carries money, on a trip or 
around town. Your customers must come 
to the bank for them—for they must be 
signed in the presence of one of your staff. 


And when customers do come in for them, 
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they are usually going somewhere, and 
anxious to talk about it. It is an ideal time 
to talk to them about estates, trusts, custo- 
dianship of securities, safe deposit—in fact 
all those services which contribute so much 


to the profits of your bank. 


By the way—there’s a direct profit in 
the sale of A. B. A. Cheques. And, as the 
travel cheques of your own bank, bearing 
your own name, they are a good-will asset 


of real value. 


A:'B-A CHEQUES 


CERTIFIED 


OFFICIAL TRAVEL CHEQUE OF AMERICAN BANKERS ASSOCIATION 
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These heavy? motor robes plue, 
prow” tan and peige plaids, with gringe4 edge® 
regularly sell for $19. Tomorrow only at $8.79- 
Only one to 4 customer: NO MAIL oR TELEPHONE 
ORDERS WILL BE FILLED. 
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Management and Economics—New Farm Tools 


about $3,400. On the same farms in 
1931 the cash expenses were reduced to 
about $1,900—accomplished largely 
through more economical feeding, lower 
prices for feeding, more home repair- 
ing, less hired help, and greater scrutiny 
of miscellaneous expenses. 

Household Accounting Stimuli. Each 
farm home represents a potential mar- 
ket for $600 to $650 worth of food 
products. At least 75 per cent of this is 
capable of being produced on the farm. 
Household records show that more 
money is spent for food than any other 
item. They also show a large variation 
in the amount provided on different 
farms. One home demonstration club 
of 55 members in Tennessee spent an 
average of $4.86 for food in February 
of this year, and one farm woman re- 
ported $1.55 cash outlay for groceries 
during that month for a family of three. 
Another farm woman reported $3.50 ex- 
pense for groceries for a family of six. 
These women claim that it is not diffi- 
cuJt to sell sufficient fruit, butter, eggs 


(CONTINUED FROM PAGE 34) 


—even at low prices—to furnish the 
family living. 

Many farm women are doing much 
more than this. Under the leadership 
of home demonstration agents, the Ex- 
tension Service of the United States 
Department of Agriculture reports over 
874,000 farm women and girls in the 
United States who have developed new 
or enlarged old sources of income. This 
is helping to provide necessities and 
comfort, and to maintain standards of 
living. Many women have helped in 
paying interest, taxes and mortgage ob- 
ligations. Their efforts not only provide 
for physical needs, but make for hap- 
pier home living. 

Utilizing Labor to Advantage. Labor 
is one of the big items of farm expense, 
frequently constituting from one-fourth 
to one-third of the total. A difference of 
200 hours labor per year on a 160-acre 
farm has been reported due to improve- 
ments in the arrangement of fields. 
Large rectangular fields with straight 
edges, having one end as near the farm- 


Farm 104 HOURS PER COW PER YEAR 


DAIRY FARM A, 
HEIFERS 
FARM B. 


FARM A, 


FARM B, 


HORSES 
ETC, 


13 HOURS PER HEIFER PER YEAR 


35 HOURS PER HEIFER PER YEAR 


12 HOURS PER CALF PER YEAR 


36 HOURS PER CALF PER YEAR 


FARM AV/7/777] a6 HOURS PER HORSE PER YEAR 
FARM BY//////77777] 67 HOURS PER HORSE PER YEAR 


FARM AY 3 HOURS PER 100% OF PORK PRODUCED 


H 
PRODUCTION 
FAR 


FARM A. 9 HOURS PER ACRE 


FARM HOURS PER ACRE 


FARM 19 HOURS PER ACRE 


FARM 


FARM AY 2.9 HOURS PER ACRE 


FARM B.Y77S.9 HOURS PER ACRE 


FARM A 7 HOURS PER ACRE 
ALFALFA 


FARM & 19 HOURS PER ACRE 


26 HOURS PER ACRE 


MB. 16 HOURS PER 100% OF PORK PRODUCED 


The Differences in 


Farm Efficiency in 


Utilizing Man Labor 


Two Farms Four Miles Apart 


(Figures through courtesy, Wisconsin 
College of Agriculture) 


stead as possible, facilitate men, teams, 
and machinery starting and quitting 
with the least loss of time; and while 
working the long rows, requiring the 
least turning, they make for efficiency. 
In handling livestock it is especially im- 
portant to shorten trips for chores, 
carting feed, hauling manure, etc. 

Labor efficiency can also be greatly 
promoted by proper farm organization, 
including a proper balance between 
crops and livestock production, provid- 
ing for labor utilization both summer 
and winter. Labor efficiency is also in- 
creased by well-planned rotations, with 
cash and feed crops so selected as to 
provide for seasonal distribution of la- 
bor. It is also further effected by re- 
serving non-rushing jobs for rainy days 
or for slack periods. 

An Opportunity for Rural Bankers. 
Better bank management deals with 
sound practices for conserving and safe- 
guarding deposits, while making them 
earn a profit. Better business manage- 
ment, including farm management, 
deals with keeping up the flow of de- 
posit money to the bank to be conserved. 
Both are extremely important functions 
in our economic life. Many farmers are 
good in handling some phase of farm 
work, but seldom excel in all. Farm ac- 
counts place the finger on the weak- 
nesses and indicate where emphasis 
should be placed. They reveal to the 
banker where he can safely render ser- 
vice. 

In urging good farm management, it 
is not usually possible or wise for the 
banker to attempt to be an authority 
on improved farm practices. He is, 
however, in a strategic position to take 
the lead in calling in the county agent 
or the extension specialist, and to ask 
for an analysis of a local agricultural 
situation with recommendations for 
constructive farm development. He can 
insist on financial statements from his 
farmer patrons. He can encourage five 
or six or more farmers ‘to keep farm 
accounts. He can aid county agents and 
the county key banker in arranging for 
county tours to visit farms where the 
best farm management practices are 
demonstrated. He may be of special ser- 
vice in bringing the significance of farm 
accounts and better management prac- 
tice to the attention of the landlord, 
retired farmers and merchants, who 
may have a controlling influence on 
how the tenants react to better farm 
management. 
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uring two-thirds of a 
century this bank has had 
continuing relations with 
correspondent banks in every 
section of the country. 


An understanding of the 
requirements of Banks and 
Bankers has been developed, 
and banks in turn, have found 
here a connection upon which 
“fst they can place reliance. 
The First National 
Bank of Chicago 


Affiliated 
First Union Trust 
and Savings Bank 


Established 1863-Charter Number Eight 
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The Check Tax 


(CONTINUED FROM PAGE 36) 


bookkeepers are working very much la- 
ter. The setting up of a control on our 
ledger, the tabulations of tax imposition 
from all sources and the remittances to 
the Government are costly, burdensome 
and unnecessary. .. Our method of charg- 
ingtheaccount at thetimeof postingevery 
taxable debit keeps the true balance at 
all times, prevents avoidance of tax by 
closing of account and enables the depos- 
itor to keep his stub in agreement. . . 

A number of firms, due to their in- 
ternal audits, do not wish their account 
to be charged with the tax, but request 
the bank to bill them for it, so that 
they can draw their draft in payment of 
the charge. This often requires a second 
and third notice. The matter of admin- 
istration expense in connection with this 
tax incurred by the banks is quite a 
factor. It necessitates printing forms of 
debit tickets, and requires additional 
labor to compute the tax and make the 
charge to the customers’ accounts. The 
writer personally believes that the col- 
lection of the tax could have been great- 
ly simplified if it had been a stamp 
tax. .. The new tax causes considerable 
more detail work. . . 

The burden is practically entirely 
upon the company, and our method of 
handling it seems to be satisfactory up 
to the present time; that is, we count 
all the items at the end of the month 
and start our new month’s statements 
with an item showing the amount of the 
tax, and the burden is done until the 
end of the next month. . . The [Treas- 
ury] Department has ruled that checks 
issued by a bank to the postmaster cov- 
ering the transfer of public funds are not 
subject to the tax. This means that it 
will be necessary for the paying bank to 
inspect each check, paying specific at- 
tention to whether there is any special 
ruling exempting that check from the 
Government tax. . . We use, in both de- 
partments, the receipt system for cus- 
tomers withdrawing money at the bank, 
which, as you know, saves the 2 cents 
tax. This has increased the volume of 
work done by our tellers, but it has cut 
down the number of checks through the 
clearings. This institution would much 
prefer to see the individual depositor 
use the revenue stamp. .. I am one of the 
minority who believes that with clear- 
cut provisions it is much more conve- 
nient to have the banks charge the cus- 
tomers for the tax than to affix stamps 
to checks. . . 


IV. Customer 
Angle 


WE have had very little misunderstand- 
ing on the part of our customers con- 
cerning this tax. This is probably due 
to the fact that we made some effort 
to explain it by newspaper advertising 
and placards in our lobby. . . One cus- 
tomer of this bank brings in a check 
covering the 2-cent tax on the total num- 
ber of checks that he has issued for the 
first period, which we could not accept. 
We had to explain that the tax would 
be collected by us only on the number 
of checks paid and charged in his ac- 
count. Checks have been drawn on the 
bank with either a 2-cent revenue stamp 
or a 2-cent postage stamp affixed there- 
to. .. The most confusing thing about 
the tax on checks results from the at- 
tempt by customers to use the counter 
receipts as a check. Our counter receipts 
are printed on red paper and readily dis- 
tinguishable. Many customers will pick 
up and carry away a pad of these red 
receipts and about the following day 
some office clerk or colored porter will 
walk in with one of these receipts ex- 
pecting to withdraw the depositor’s 
money. Sometimes the depositor gets 
pretty sore when we send his agent 
back with information that the receipt 
simply must be presented personally by 
the depositor. As would naturally be 
expected, many large firms are endeav- 
oring to originate and put into use a 
draft on themselves which can be paid 
through the bank and taken up with 
one check at the close of the business 
day. All these things indicate resent- 
ment against the tax, although I guess 
there is nothing new in that sentiment. 
I have never yet known anybody who 
was crazy about paying taxes. . . 


NOT A BANK TAX 


OUR customers realize that it is a 
Government tax and that we are only 
acting as agents of the Government in 
collecting it. Of course, some of our 
customers complain and feel that the 
bank should absorb the tax, but we have 
on the whole encountered little difficulty 
in explaining to them our position. . 


The chief cause of misunderstanding 
up to date is the fact that in some cases 
a customer expects to put a stamp upon 
each check instead of having it charged 
to his account, and we have had a num- 
ber of cases where the customer has 
applied 2-cent stamps to the checks 
unwittingly. .. A New York clothier is 
deducting 2 cents from each employee's 
payroll check. .. There are a few cases 
wherein it has been necessary for us to 
explain the tax law and again, quite a 
number of people had an idea that they 
would have to purchase stamps to affix 
to their checks. . . So far as misunder- 
standings are concerned we noted the 
first day three checks which had 2-cent 
postage stamps affixed. . . Many feel 
that it is a tax on banking and that 
banks are just passing it along to the 
depositor. Still others feel that it is just 
an additional charge for banking ser- 
vice. . . Some depositors try to add 2 
cents to the amount of check or hand us 
2 cents to pay, but they'll get over 
that. . . We have had numerous in- 
quiries requesting us to allow indi- 
viduals to use the receipt form of 
counter check to avoid tax, and have 
declined to honor their requests until 
definite advice from the Treasury De- 
partment has been received, which is 
not as yet forthcoming. . . 

One of the chief difficulties that we 
are experiencing is that customers, 
especially corporations, desire to draw 
a draft on their own treasurer so as to 
avoid the tax, making the draft payable 
at or through the bank. . . We have had 
a number of customers who have re- 
sorted to the use of drafts which they 
take up with checks every day, and in 
those cases we take an agreement to 
protect us in case there should be an 
adverse ruling on this practice. . . To 
date the public’s reaction to the new 
tax has been unfavorable, but they may 
become reconciled and resume writing 
more checks as time goes on. It is dif- 
ficult for many individuals to under- 
stand that the tax collected by banks 
goes to the Government, as they feel 
there is possibly a percentage of it re- 
tained by the banks and that it is only 
an additional tribute that banks are 
collecting from customers. . . I am frank 
to admit that there is not much sym- 
pathy nowadays extended to the banks. 
We will take our medicine without com- 
plaint. I think that many of those who 
close their accounts will reopen. . . 

Our prediction is that the public will 
gradually accept the tax on personal 
accounts, but business organizations 
generally will continue to avoid it. 
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Attorney General Renders Opinions 


on National Bank Note Cireulation 


N a letter to Secretary of the Treas- 
[= Mills, under date of August 12, 

1932, Attorney General Mitchell 
rendered opinions on two questions in 
connection with the issuance of notes 
by national banks under the Federal 
Home Loan Bank Act of July 22: (1) 
as to whether the Treasurer of the 
United States should collect 14 of 1 per 
cent or 14 of 1 per cent each half-year 
upon the circulating notes issued under 
Section 29 of the Federal Home Loan 
Bank Act, and (2) whether Section 29 
requires bonds deposited with the Treas- 
urer of the United States thereunder as 
security for the issuance of circulating 
notes to be withdrawn as such security 
at the expiration of three years from the 
date of the Act. 

Mr. Mitchell quoted Section 29 and 
pointed out that notes issued in accor- 
dance with this statute were subject to 
the same conditions under which are 
issued circulating notes secured by 2 per 
cent gold bonds of the United States. 

One of the conditions, he stated, un- 
der which the latter notes are issued is 
that prescribed by Section 13 of the Act 
of March 14, 1900, as follows: 


“That every national banking associa- 
tion having on deposit, as provided by law, 
bonds of the United States bearing interest 
at the rate of two per cent per annum, 
issued under the provisions of this Act, 
to secure its circulating notes, shall pay to 
the Treasurer of the United States, in the 
months of January and July, a tax of one- 
fourth of one per cent each half year upon 
the average amount of such of its notes in 
circulation as are based upon the deposit 
of said 2 per cent bonds; and such taxes 
shall be in lieu of existing taxes on its 
notes in circulation imposed by section 
fifty-two hundred and fourteen of the Re- 
vised Statutes.” 


Attorney General Mitchell’s opinion 
continued : 

“Since Section 29 of the Federal 
Home Loan Bank Act provides that, 
with an exception not material here, 
the notes issued pursuant to that statute 
are to be issued upon the same condi- 
tions as are provided by law in the case 
of 2 per cent gold bonds of the United 
States bearing the circulation privilege, 
and since it is clear that the tax upon 


*T find nothing in the legislative history which indicates that 

it was the purpose of Congress in adding Section 29 to the 

Federal Home Loan Bank Act to provide for a permanent ex- 
pansion of the currency beyond the three-year period” 


notes based upon the deposit of said 2 
per cent bonds is now one-fourth of 1 
per cent semi-annually, it seems entirely 
clear that this is the rate of tax applica- 
ble to notes issued pursuant to the pro- 
visions of the Federal Home Loan Bank 
Act. While the provisions of Section 29 
which bear upon this question are so 
clear that resort to the legislative his- 
tory as an aid to construction seems to 
be unnecessary, I have examined the 
legislative history, and while there is 
very little material which bears upon 
this particular question, such as there is 
clearly supports my construction of the 
statute. (See Congressional Record, 
Vol. 75, No. 169, p. 15380, 72d Cong., 
Ist Sess. )” 

Referring to the second question men- 
tioned above, Mr. Mitchell’s letter reads 
in part as follows: 

“The problem presented appears to 
me to be whether the provisions of Sec- 
tion 29 require that the circulation 
privilege of bonds deposited pursuant 
to that section shall cease three years 
after the date of the enactment of the 
Act or whether the Act merely means 
that after three years no more of such 
bonds may be deposited and accorded 
the circulation privilege without, how- 
ever, affecting the circulating privilege 
of bonds deposited within the three- 
year period, leaving such circulation 
privilege outstanding during the entire 
remaining life of the bonds deposited. 
The effect of the first construction is, 
of course, to permit a temporary ex- 
pansion of the currency which is to 
terminate at the end of three years, 
while the effect of the latter construc- 
tion would be to effect an expansion of 
the currency which would be permanent 
during the life of the bonds to which 
the circulation privilege was accorded. 

“It must be admitted that the lan- 
guage of the statute is not entirely free 
from ambiguity, and, in order to de- 


termine the intent of Congress and con- 
strue the language of the statute so as 
to effectuate that intent, it seems to me 
proper and necessary to resort to the 
legislative history of this provision. The 
only committee report which deals with 
the section is the Report of the Confer- 
ence Committee, in which the following 
statement is made by the managers on 
the part of the House with respect to 
the provisions of Section 29 (H. Rep. 
No. 1775, 72d Cong., 1st Sess.) : 


Amendment No. 46: This amendment 
authorizes United States bonds bearing in- 
terest at a rate not in excess of 334 per 
cent to bear the circulating privilege for 
a period of three years after the enactment 
of this act.*** 


A careful examination of the debates 
in the Senate and House dealing with 
this provision has also been made. Sev- 
eral statements in the course of such 
debates by those who may be regarded 
as sponsors of this legislation and others 
throw light on the intention of Con- 
gress.” 

At this point, the Attorney General 
quoted excerpts from the debates in 
Congress and concluded: 

“T find nothing in the legislative his- 
tory which indicates that it was the 
purpose of Congress in adding Section 
29 to the Federal Home Loan Bank 
Act to provide for a permanent ex- 
pansion of the currency beyond the 
three-year period. 

“Reading the provisions of Section 
29 in an effort to carry out the intent 
of Congress as disclosed by the legisla- 
tive history of the measure, it is my 
opinion that the three-year period pre- 
scribed by Section 29 means that the 
bonds referred to in said section lose 
the circulation privilege at the end of 
the three-year period and the notes is- 
sued upon the deposit of such bonds 
must be retired in an appropriate man- 


” 


ner. 
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Commodities Are in the News 


the Annalist’s wholesale commodity 
price index recorded the following per- 
centage of declines: 


July, 1929—Jan., 1930 ..... 6.3 per cent. 
Jan., 1930—July, 1930 ..... 128 “ “ 
July, 1930—Jan., 1931 ..... 6.1 “ “ 
Jan., 1931—July, 1931 ..... 116 “ “ 
July, 1931—Jan., 1932 ..... 70 
Jan., 1932—July, 1932 ..... 0.9 


The periods of heaviest declines were 
the first half of 1930 and the same half 
of 1931, while in the first six months 
of this year prices held with compara- 
tive stability, moving within a radius 
of less than 1 per cent in the half-year. 
If precedent is a guide, this period of 
stability will be followed in due time 
by the recovery which will signalize the 
end of the business depression. Just 
when that recovery will take place, and 
under what conditions it will be ushered 
in, are the unknown quantities in the 
equation. 

Coincident with the spectacular rise 
in security prices which took place on 
all our principal exchanges in late July 
and the first two weeks in August, 
wheat, cotton and other important com- 
modities enjoyed the most sustained ad- 
vance that has been recorded since the 
turn of the year. 

Stimulus for the rise in wheat was 
furnished by the Government’s crop 
forecast, published on August 9, which 
estimated the total production of Spring 


(CONTINUED FROM PAGE 37) 


Contrary to popular belief, former de- 
pression periods have been as long 
drawn out and as severe in their effects 
on general business and sentiment as 
the one we are now facing. After the 
panic of 1893, the low point of discour- 
agement did not come until 1896, and 
the upturn in commodity prices was not 
inaugurated until the middle of 1897. 
Preceding and accompanying the panic 
of 1873 was a five-year, uninterrupted 
decline in commodity prices which car- 
ried the general level 30 per cent under 
1872. Business was virtually at a stand- 
still and the shadow of receiverships 
hung heavily over railroad and indus- 
trial corporations 


and Winter wheat at 722,687,000 bush- 
els, a 2 per cent drop from the July 
estimate and 13 per cent under the 
1924-28 average. Thus September wheat 
in Chicago, which was quoted in mid- 
July at 47 cents a bushel, registered an 
advance to 5514 cents and the Decem- 
ber option sold at 60 cents, compared 
with 5014 cents a month earlier. 

The Government’s forecast on cotton 
was considerably under the unofficial 
estimates, and showed the smallest crop 
since 1923, with an estimated total of 
11,306,000 bales. Such a forecast was 
bound to precipitate a violent specula- 
tive buying movement. 

There is considerable comfort in the 
fact that after an almost continuous 
decline of three years’ duration, the 
commodity markets have thus shown 
signs of decided recovery. In many sec- 


KEYSTONE 


The Coffee Exchange in New York City 


tions of the list these recoveries have 
ranged from 10 to 30 per cent, and in 
unusual cases the rally from the extreme 
bottom has approximated 100 per cent. 

Commodity prices are ruled almost 
exclusively by the so called technical 
position of the products themselves— 
that is, the relation of supply to de- 
mand. When supplies become burden- 
some and the channels of outlet clogged 
by unwillingness or inability of the 
world’s markets to buy, reaction in- 
evitably sets in and continues until 
something happens to call a halt. That 
something is usually the gradual easing 
up of the weight of excess supply 
through the logical scaling down of pro- 
duction and the marketing of surplus 
through cooperative efforts of various 
kinds. Distress selling by corporations 
and individuals is generally regarded as 
a sign of the approaching end of an 
industrial and business depression. 

When July wheat dipped early in 
July to 441% cents a bushel at Chicago, 
the farmer who produced the grain re- 
ceived about 23 cents a bushel. The high 
price for July wheat for this season was 
recorded on November 7, 1931, at 7314 
cents. In company with corn and oats, 
wheat has rallied moderately since the 
first week in July, but the world’s 
markets have been obliged to absorb an 
enormous volume of Argentine and 
Canadian wheat in recent weeks, and 
the American carry-over is now the larg- 
est on record. 

Cotton, currently selling around 714 
cents a pound, has rallied about 2% 
cents a pound from the low of the sea- 
son. One year ago the southern staple 
was quoted at 814 cents a pound, two 
years ago at 1234 cents and three years 
ago at 1914 cents. When the Farm Board 
started its price “stabilization” activi- 
ties, cotton was quoted around 17 cents. 

With a carry-over of 13,000,000 bales 
from last year and a crop estimated by 
the Government at 11,300,000 bales, the 
cotton market faces an accumulation of 
more than 24,000,000 bales, with world 
consumption of American cotton esti- 
mated at 11,500,000 bales. Under any 
circumstances a huge surplus must be 
worked into consumption before prices 
can recover any considerable distance. 
Market experts believe that the liquida- 
tion of the Farm Board and coopera- 
tives’ holding of 3,500,000 bales of cot- 
ton will exercise a check on prices for 
the remainder of the year. 

Hogs have (CONTINUED ON PAGE 66) 
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Time, Wear and Tear are a trio of undesirable 
villains who mean no good. They delight in 
defacing the fixtures and finishes and inner 
workings of your building. Hound them 
off the premises with Obsolescence Insurance! 
Here’s what it is and how it works: 
From the income of your building you set aside 
a stated amount as insurance against obsoles- 
cence. You then have your building carefully 
inspected once each year. And from this in- 
spection, you determine where and when your 
Obsolescence Insurance fund can best be used. 
One thing you will always want to consider 
when insuring against obsolescence is the ele- 


vator unit. And Otis Elevator Company has two 


BAR THEM FROM 
YOUR BUILDING! 


well-known services which together make this 
portion of the job easy for you. They are the 
Otis Modernization Plan which embraces a com- 
plete examination of elevators regularly and 
modernization to present-day standards, and 
the Otis Maintenance Service which provides 
for regular and careful elevator inspection and 
repair by trained men. 

The engineers of Otis Elevator Company will 
be glad to inspect your elevators free of charge. 
This inspection and subsequent report will help 
you determine just how much of your Obsoles- 
cence Insurance fund should be used on your 
elevators. Telephone your local Otis office for 
this service of Otis engineers. Otis Elevator 


Company — offices in all principal cities. 


Obsolescence Insurance protects your building against Time and Wear and Tear 


q 
TIME 

| WEAR 
TEAR) 
| 
| 


AMERICAN BANKERS ASSOCIATION JOURNAL, September 1932 


| WHE 


EW investors realize the risk they 

run in trusting their fortunes to 
one or a few stocks in one or a few 
industries. 


A typical common stock investment 
might include, for example, 50 shares 
of American Can, 30 shares of General 
Foods, 20 shares of Woolworth, 5 shares 
of American Telephone & Telegraph— 
all good common stocks. How unbal- 
anced such an investment is will be in- 
dicated by the fact that the investor has 
about 57% of his funds in one company 
—American Can—and one industry, and 
representation in only four industries. 
There is no reason to feel confident that 


Between 1900 and 1931, according to 
a recent compilation: 


@ More stocks went down than went 
up 

@ More stocks joined Bear move- 
ments than joined Bull movements 


In no year since 1915 have more 
than 75% of all stocks gone up 


During nine of the 32 years the 
chances were more than four to 
one against picking a stock that 
would go up. (Only in 1904 and 
1909 were these “odds” reversed.) 


Yet, the stock market averages during 
this long period rose 177%. 


SHARES 


Lorth 


TRUST 


N YOU CONSIDER THAT 


this one industry and one company will 
fare better than or as well as the average 
of American business. Consider, also, 
the plight of any investor whose hold- 
ings in one company are excessive if this 
one company should pass its dividend. 
In building the portfolio of NORTH 
AMERICAN TRUST SHARES, 1955 and 
1956, a Supervised Unit Type Trust— 
the largest of its kind in the world—a 
scientific method for common stock 
diversification was employed. It will 
interest you. It is fully explained in a 
booklet called “Building a Portfolio”. 
We shall be glad to send you a copy 
free of charge on request. 


Deposited Stocks in Each Unit of North American Trust Shares, 1955 Maximum Cumulation Type 


As of October 17, 1931, 


E. 1. duPont de Nemours & Company 


Otis Elevator Company........ 


The offering price of 


the date of execution of 
the Trust Agreement, a 
stock unit consisted of the 
shares listed at the right. 
e The deposited stocks in 
each unit of NORTH AMER- 
ICAN TRUST SHARES, 1956 
(Maximum Distribution 
Type) consisted on that 
date of 1/25 of the num- 
ber of shares shown. 


Eastman Kodak Company 
The Procter & Gamble Company.... 


Union Carbide & Carbon Corporation... 


General Electric Company 


Westinghouse Electric & Mfg. Compan: 


United States Steel Corporation 
The Borden Company. 

Corn Products Refining Com 
General Foods Corporation. 
National Biscuit Company 
Standard Brands Incorporated 
Drug Incorporated 

Sears, Roebuck & Company 

F. W. Woolworth Company. 
American Can Company 


American Rad. & Stand. Sanitary Corp 


International Harvester Company. 

The American Tobacco Company ‘‘B’’.. 

R. J. Reynolds Tobacco Company “‘B’’ 
General Motors Corporation 

Standard Oil Company (New Jersey).... 
Atchison, Topeka & Santa Fe Ry. Co.. 

The New York Central Railroad Company 

The Pennsylvania Railroad Company... 

Union Pacific Railroad Company........... 
American Telephone & Telegraph Company...... 
Columbia Gas & Electric Corporation................ 
Consolidated Gas Company of New York.. 

The North American Company. 

Pacific Gas & Electric Company 

Publie Service Corporation of New Jersey. 

The United Gas Improvement Company. 


NORTH AMERICAN TRUST 
SHARES /s based upon and 
varies with the actual 
New York Stock Exchange 
100-share lot transaction 
prices of the underlying 
stocks during market 
hours. (Full details of 
method of calculating of- 
fering price are contained 
in the Offering Circular.) 


DISTRIBUTORS GROUP, INCORPORATED - 63 WALL STREET, NEW YORK 


Owned by a Nationwide Group of Investment Houses 


CHICAGO 


BOSTON 


PITTSBURGH 


PHILADELPHIA 


LOS ANGELES 


NEW ORLEANS 
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The Condition 


N NORMAL times the business year is character- 

ized by two more or less distinct peaks of activity, 

one in the spring and one in the fall. The reces- 
sion between the fall peak and that of the following 
spring is usually a moderate one because of the holi- 
day demand for goods, so that the year’s most pro- 
nounced lull in trade comes in the summer. Not since 
1928, however, have we witnessed this customary pro- 
cession of events. So, the question that confronts us as 
we move into September is: “Have we returned to 
a sufficiently normal state where at least seasonal ten- 
dencies will once more assert themselves?” 

On the basis of the usual statistics, through the end 
of July there was no definite improvement, while up to 
mid-August there was only scattered testimony which 
had not found its way into statistics. Yet we know that 
since July 8 when stocks reached the low of the bear 
market to date, stock prices have enjoyed the most sus- 
tained rise in two and a half years, while other fi- 
nancial markets have moved in sympathy. Obviously 
somewhere, if not in the indices of business activity, 
the financial markets have seen something to encour- 
age them. Where has such evidence been visible? 


of BUSINESS 


This encouragement lies in four directions: in the 
banking and financial situation, in commodity prices, 
in further mobilization of defences against the depres- 
sion through the various reconstruction agencies, and 
in the security markets themselves. 

It has now become increasingly clear that unless 
the next Congress should adopt some grossly infla- 
tionary piece of financial legislation—and in the light 
of the two major party platforms this seems almost 
inconceivable—we have seen the end of the depres- 
sion’s financial panic. Since the last flare-up’in bank 
failures the suspensions have declined about 50 per 
cent, but this has not been the only indication of an 
improved banking position. Thanks to a decline in 
hoarding, to the Federal Reserve’s open market opera- 
tions and to the reversal of the gold movement, mem- 
ber bank borrowings in the week ended August 10 fell 
to $452,000,000, the lowest figure touched since last 
September. Circulation, which is now regarded as a 
rough measure of hoarding, declined approximately 
$70,000,000 between the first of July and the middle 
of August, while the country added $96,000,000 to its 
stocks of gold during the eight weeks ended August 10. 


Ten Year Average Yields 
Long Terms Short Terms 


Long Term U.S. Trepsury Bon 


The average yield of high grade public utility bonds for the past 10 years has been 5.159 per cent, and that of the United 
States Treasury issues 3.824 per cent, or an average differential between the two of 1.335 per cent in yield. In like manner, 
the average differential in yield between 90-day bankers’ acceptances and Treasury notes and certificates is .641 per cent. 

Such average differentials can profitably be kept in mind when deciding purchases, sales or exchanges of various forms 
of investment. If, for example, high grade public utility bonds were selling at the moment to yield 1 per cent more than 
the long term Treasury issues, experience during the past 10 years indicates that in time the spread in price between the two 
will widen until perhaps there is a difference in yield of 2 per cent, at which time one might expect a reversal of the trends. 

The same experience rule can be applied to all other long and short term investments 
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Moreover, member bank credit, the 
expansion of which the Federal Re- 
serve has been seeking to attain since 
February, turned sharply higher the 
first week in August. 

Equally important during the month 
July 15-August 15 was the stability 
shown by commodity prices. Compe- 
tent observers have been in agreement 
that, although commodity prices might 
not of themselves point the way to 
the recovery, no substantial upturn 
could be expected until they flattened 
out. 


INFLUENCES AT WORK 
AS for the more conscious influences 
which Have been at work during the 
past month in the business situation, 
the following may be mentioned: 

1. The decision of the Interstate Com- 
merce Commission authorizing the rail- 
roads of the eastern territory to pro- 
ceed with their four-system consolida- 
tion plan. 

2. Organization of the system of 
Home Loan banks to strengthen the 
small home mortgage situation. 

3. The opening up of the Reserve 
banks to borrowers directly. 

4. Expansion of the activities of the 
Reconstruction Finance Corporation to 
provide funds for necessary railway im- 
provements and equipment purchases, 
and for the purchase by processers of 
raw materials where banking facilities 
are not otherwise available. 

5. The functioning of the Glass- 
Borah amendment to the Home Loan 
Act, permitting national banks to 
issue currency against long-term Gov- 
ernment loans bearing 334 per cent or 
less. 

Regarding the desirability of some of 
the latest activities of the Reconstruc- 
tion Finance Corporation there exists 
an honest difference of opinion, but so 
far as the country as a whole is con- 
cerned, the tendency has been to regard 
them not singly but as part of a broad 
general program to overcome the forces 
of psychological deflation by making 
credit readily available to all who re- 
quire and rate it. Similarly, the Home 
Loan Bank System is not to be regarded, 
as some of its enthusiastic proponents 
would have us believe, as a remedy for 
all the abuses in the field of mortgage 
financing which have taken place in re- 
cent years, or as the beginning of a 
new building boom throughout the 
country. The system can and should 
help, however, to ease the general situa- 
tion by reducing the number of needless 
foreclosures and by protecting those 
whose ability to meet such obligations 


is only temporarily impaired. As for 
the aid provided the banking position 
by the Glass-Borah “rider” to the 
Home Loan bill, that has perhaps been 
fortuitous, but it has been none the 
less genuine. What it has done has been 
to provide a strong market for the low 
coupon Treasury issues, thereby putting 
the banks, which are the principal hold- 
ers, in a much stronger position than 
before the law became effective. By the 
middle of August $160,000,000 in mar- 
ket value had been added to one 
issue alone, the Treasury 3s. Banks 
which held these bonds at 80 a few 
weeks found them hovering around 
par by mid-August, a circumstance 
which obviously is calculated to affect 
the lending policies of these institu- 
tions. 

No business review of the past month 
would be complete if it ignored the 
stock market. For good or ill, nearly 
everybody in the country today has a 
stake in it, if not directly, at least in- 


GOLF TROPHY 


Only Ex-Presidents of the American 
Bankers Association are eligible to com- 
pete for this—the Ex-Presidents’— 
Trophy which is awarded each year at 
the annual Convention. The lowest net 
score wins possession for one year. Win- 
ning the trophy three times gains per- 
manent possession 
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directly; and it is largely because of 
this, many believe, that the 1929-1939 
decline carried to such extremes of 
pessimism. When the stock market, be- 
tween mid-July and mid-August, added 
$10,000,000,000 to listed values, it 
added $10,000,000,000 to the purchas- 
ing power of the nation. That is a 
powerful lever, from any standpoint, 
operating in the direction of a business 
upturn. 


Recently— 
(CONTINUED FROM PAGE 9) 


DISARMAMENT, WORLD 
CONFERENCES 


THE first world disarmament confer- 
ence adjourned on July 23, agreeing to 
resume its work not later than next 
January 21. Meanwhile the arms truce 
which accompanied the conference is 
continued until that time, China alone 
abstaining from committing itself on 
this point. Before the adjournment, 
compromise agreements on principles 
were reached on July 19 by representa- 
tives of Great Britain, France and the 
United States concerning “effectives”, 
air bombing, tanks, and _ budgetary 
limitations. Italy’s action, however, was 
rescinded by Premier Mussolini, who 
the following day had constituted him- 
self Foreign Minister. Mussolini sent 
word that the resolution of the confer- 
ence was “entirely inadequate when 
compared with the wishes and hopes of 
the world.” 

In a radio broadcast from Washing- 
ton on July 23, Senator Borah, chairman 
of the Senate Committee on Foreign 
Relations, urged a conference dealing 
with all questions pertaining to world 
economic recovery, “including revision 
or cancellation of debts.” 


BUSINESS, INDUSTRY, FINANCE 


ALTHOUGH business showed little im- 
provement during the month July 16- 
August 15, the financial markets were 
strong over most of the period. The rise 
in the stock market between July 8, the 
date of the signing of the Lausanne 
Agreement, and August 11 was the long- 
est since the spring of 1930, while bonds 
advanced with few interruptions from 
June 1 to the middle of August. Com- 
modity prices held steady throughout 
the period, with cotton and wheat rising 
sharply. 

The Federal Power Commission, in a 
preliminary report on a year’s study of 
utility holding companies, declared on 
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July 19 that public interest required 
their regulation. The railroads on July 
20 issued a statement, addressed “‘to the 
public”, pledging themselves to avoid 
all waste, and asking popular support. 
At the same time they formed an or- 
ganization, the “Presidents’ Traffic Con- 
ference,” to end destructive rate war- 
fare, and expanded the functions of the 
Presidents’ Conference. A day later, on 
July 21, the Interstate Commerce Com- 
mission announced its approval of the 
consolidation of the eastern railroads, 
with the exception of the New England 
roads, into four systems. The Chicago 
Board of Trade was suspended for 60 
days, on July 23, by the Grain Futures 
Commission for “discrimination” 
against the Farmers National Cor- 
poration, a Farm Board sponsored co- 
operative. Directors will appeal from 
the order to the Federal courts. From 
Paris it was reported, July 23, that 
American and British oil producers had 
reached an agreement with Rumanian 
competitors which was expected to bring 
an end to international price wars. The 
United States Steel Corporation de- 
clared the regular quarterly dividend 
of $1.75 a share on the preferred stock 
on July 26, but served notice that the 
continuance of such payments would 
be predicated upon improvement of bus- 
iness. The company’s report for the 
three months revealed an operating defi- 
cit of $14,565,013, about $1,000,000 
greater than that of the first quarter. 

The Austrian Government, it was an- 
nounced on July 29, had defaulted, 
technically at least, on its League of 
Nations loan, issued in 1923 in the 
amount of $126,000,000. United States 
exports to France were curbed by meas- 
ures enacted by that country on August 
1, with copper, fruits, hides, skins, and 
office equipment most affected. Because 
of the foreign exchange control, the 
Bank und Disconto Gesellschaft will be 
unable to repay in dollars its 6 per cent 
$25,000,000 loan maturing September 1, 
it was announced on August 2. Two al- 
ternatives are offered bondholders: they 
may accept payment in marks, or agree 
to a three-year prolongation of the loan. 

A New York Stock Exchange seat 
changed hands on August 4 at $120,000, 
reflecting the increased trading activity 
in shares. This compares with a low 
price for seats earlier in the year of 
$62,500. 

Robert P. Lamont retired as Secre- 
tary of Commerce on August 3, and the 
following day it was announced that he 
would head the American Iron & Steel 
Institute, Charles M. Schwab resigning 
as president and assuming the chairman- 


ship. Mr. Lamont was succeeded in the 
Department of Commerce by Roy Dike- 
man Chapin, former chairman of the 
board of the Hudson Motor Car Com- 
pany. The London “Economist,” in a 
leading article on August 5, expressed 
the opinion that “the crisis in America 
is past.” The value of listed stocks on 
the New York Stock Exchange in- 
creased from $15,638,479,577 to $20,- 
494,759,465, or 31 per cent, in the 
month of July, according to the month- 
ly bulletin of the Exchange, published 
August 6. 


Books in Brief 


Paragraph Reviews 


“ECONOMICS of the English Bank- 
ing System,” by William J. Weston 
(Pitman & Sons, London), is a simple 
and clear-cut account of how the Eng- 
lish banking system operates, particu- 
larly in relation to the help it affords 
merchant and manufacturer. Quoting 
from the foreword: 

“The closely allied sciences of money 
and banking have until comparatively 
recently not excited much general in- 
terest; their study has been left prin- 
cipally to bankers and others whose 
daily work compelled some study and 
knowledge of them. Public neglect and 
ignorance of our banking and monetary 
systems can no longer be regarded as a 
matter @f no great importance.” 

The author discusses among other 
topics the economic services of the 
banker, reserves, the gold standard and 
the Bank of England as a central bank. 
For a clear, concise explanation of the 
English banking system the book is 
highly commendable. 


RESULTS of the study made by two 
committees appointed by the President 
and the Secretary of Commerce are set 
forth in “Home Finance and Taxa- 
tion; Reports of the Committees on 
Finance and Taxation of the President’s 
Conference on Home Building and 
Home Ownership,” (published by the 
Conference, Washington, D. C.). It is 
a valuable handbook for those interested 
in home building. 


DESIGNED primarily as a text- 
book for courses in money and banking 
in American colleges, “Principles of 
Money and Banking” by Russell D. 
Kilborne (McGraw-Hill) was first pub- 
lished in 1927 and has had three re- 
visions, the last a recent one. 


NEWTON D. ALLING’S “Modern 
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Developments in Banking” (Bankers 
Publishing Co.) is written, according 
to the title page, for “the man in the 
street.” It covers the fundamentals of 
commercial banking, the Federal Re- 
serve System and credit control. 


“SMALL Loan Legislation; A His- 
tory of the Regulation of the Business 
of Lending Small Sums” by David J. 
Gallert, Walter S. Hilborn and Geof- 
fery May (Russell Sage Foundation), 
is one part of the Foundation’s general 
survey of small loans. 


SIR ARTHUR SALTER, Sir Josiah 
Stamp and four other leading econo- 
mists of England are contributors to 
the volume, “The World’s Economic 
Crisis and the Way of Escape” (Cen- 
tury). These are the Halley Stewart 
Lectures, 1931, pertaining to the cur- 
rent financial situation. A brief bio- 
graphical note on each contributor is 
included. 


A NOVEL analysis of the chain of 
events that, based upon natural human 
instincts, must inevitably be followed 
by depressions, is presented in “Men, 
Money and Mergers” by George L. 
Hoxie (Macmillan). The closing chap- 
ter indicates the normal way out. 


Octoser 
tS GOrgeous 


The stately White Mountains will 
be ablaze with glory—the piercing 
peaks of the Franconia Range will 
combine brilliant colors and pastel 
shades with fading twilight hues 


before un reprod ucible sunsets. 


October at Peckett’s is the most 
beautiful month of the year for you 
to vacation from metropolitan con- 
fusion and be rejuvenated for com- 


ing busy days. 


Autumn reservations are being filled. 


POFranconia 


New Hai mpshire 


| 
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NEW STATE ASSOCIATION PRESIDENTS 


EDWARD B. MAUPIN 


( 


S. W. KEYS 


L. E. LUNENSCHLASS 


Mr. Maupin, cashier of the People’s National Bank of Shelbyville, heads the Tennessee Bankers Association for the coming 
year. The Virginia association’s new president is Mr. Keys, vice president and cashier, Bank of Glade Spring. Mr. Lunen- 
schlass, vice president of the Security State Bank of Madison, heads the Wisconsin association 


The Federal Home Loan Bank Act 


(CONTINUED FROM PAGE 24) 


eral program of banking business. 

Without undertaking to give full con- 
sideration to the question, doubtless a 
liberal interpretation of the term “‘sav- 
ings bank” will be made by the Board, 
especially as in the original bills intro- 
duced to carry out the suggestion of 
President Hoover, banks of all kinds 
were included; the initial capital was to 
be subscribed “by any bank or banking 
association, including savings banks, 
trust companies, insurance companies, 
building and loan associations, or other 
institutions duly organized under the 
laws of any state or of the United States 
and subject to inspection and control of 
the banking laws or other similar regu- 
lations of the state or of the United 
States.” Furthermore, the exception 
from eligibility in Section 27 of the Act 
of “a national bank, trust company, or 
other banking organization, organized 
under any law of the United States’ is 
not to be interpreted as applying to 
banks or trust companies organized un- 
der state law as the purpose of the Sec- 
tion is to authorize institutions organ- 
ized under Federal law to become mem- 
bers if otherwise eligible. 


RESTRICTION UPON EXCESSIVE 
CHARGES 
AN important provision, which applies 
only to home mortgage loans made after 
enactment of the law, denies admission 


to or retention of membership by any 
institution which charges a home owner 
a net cost for accommodating him in 
excess of the maximum legal or contract 
rate of interest or, in the absence of any 
rate, in excess of 8 per cent per annum 
in the state where the property is lo- 
cated. We quote the provision: 


“Sec. 5. No institution shall be admitted 
to or retained in membership, or granted 
the privileges of non-member borrowers, if 
the combined total of the amounts paid to 
it for interest, commission, bonus, discount, 
premium, and other similar charges, less a 
proper deduction for all dividends, refunds, 
and cash credits of all kinds, creates an 
actual net cost to the home owner in excess 
of the maximum legal rate of interest or, 
in case there is a lawful contract rate of 
interest applicable to such transactions, in 
excess of such rate (regardless of any ex- 
emption from usury laws), or, in case there 
is no legal rate of interest or lawful contract 
rate of interest applicable to such transac- 
tions, in excess of 8 per centum per annum 
in the state where such property is located. 
This section applies only to home mortgage 
loans made after the enactment of this Act.” 


LOANS ON OTHER THAN HOME 
MORTGAGES 
THE Act requires each Federal Home 
Loan bank to invest an amount equal 
to its paid-in capital and its current de- 
posits received from members and from 
non-member borrowers in (1) obliga- 
tions of the United States, (2) deposits 
in banks and trust companies, (3) ad- 


vances to member and non-member bor- 
rowers with maturity not greater than 
one year, upon such terms as the Board 
may prescribe, and (4) advances with 
maturity not greater than one year, up- 
on terms prescribed by the Board, with- 
out the security of home mortgages or 
other security “‘to members or non-mem- 
ber borrowers the amount of whose 
creditor liabilities (not including ad- 
vances from the Federal Home Loan 
Bank) does not exceed 5 per centum of 
such member’s or non-member bor- 
rower’s net assets.” 

Under this last stated provision, not- 
withstanding the Act provides that “no 
Federal Home Loan Bank shall transact 
any banking business not expressly au- 
thorized by the Act” it would seem that 
these Federal Home Loan banks are 
authorized to conduct a general banking 
business, loaning their capital and de- 
posits other than upon home mortgages 
and without any security whatever, to 
all members and non-member borrowers 
who do not owe, outside of what they 
owe the Home Loan bank, more than 
5 per cent of their net assets. 


RESERVES AND DIVIDENDS 


THE Federal Home Loan banks must 
carry to a reserve account semi-annually 
20 per cent of their net earnings until 
the reserve equals 100 per cent of the 
paid-in capital, after which 5 per cent 
of the net earnings must be added semi- 
annually. In case of impairment below 
100 per cent, the reserve must be re- 
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stored before any dividends are paid. 
The Board may, from time to time, re- 
quire the establishment of additional 
reserves and charge-offs on account of 
depreciation of assets. Dividends can 
only be paid out of net earnings remain- 
ing after all reserve requirements and 
charge-offs are met and then only with 
the approval of the Board. All stock in 
Federal Home Loan banks is to share 
in dividend distributions without prefer- 
ence except that Government stock is 
entitled to 2 per cent cumulative divi- 
dends annually and in any case where 
the dividend rate is in excess of 2 per 
cent, the Government is entitled to the 
same rate as paid on other stock. 


INVESTMENT OF RESERVES 


RESERVES must be invested, subject 
to regulation of the Board, in direct ob- 
ligations of the United States and in such 
securities as are legal for fiduciary and 
trust funds under the laws of the state 
where each Federal Home Loan bank is 
located. Such part of the assets (except 
reserves and except an amount equal to 
capital and deposits, the investment of 
which is otherwise provided for) as the 
bank may deem available and as is not 
required for advances to members or 
non-member borrowers, may be likewise 
invested. 


BOND ISSUES 


THE Act provides for the issue of bonds 
and debentures having maturity deter- 
minable by the Board, to be secured by 
the transfer of eligible obligations of 
borrowing institutions on advances 
made by the bank to such institutions 
and by the deposit of home mortgages. 
The Board will prescribe rules and regu- 
lations covering the deposit, substitu- 
tion and release of securities and the 
conditions under which they may be 
issued and retired and is authorized to 
appoint a registrar in each district, not 
connected with or interested in any 
Federal Home Loan bank or borrowing 
institution. 


The securities deposited in trust must 


be so maintained that the aggregate un- 
paid principal of home mortgage loans 
secured by home mortgages deposited as 
security must be at all times, as nearly 
as possible, not less than an amount 


equal to 190 per cent of the total out- | 


standing amount of the issue. Where 
cash or United States obligations are 
deposited in lieu of the deposit of home 
mortgages, the cash will be security for 
an equal amount of bonds and deben- 
tures and Government obligations will 
be security at their par value. The rates 
of interest (CONTINUED ON PAGE 58) 


‘Gerke 


Main office in 
OAKLAND 


Population 
284,063 


ONE of the 410 offices through 


which this banking organization renders 
statewide correspondent service. —»—. Head 
offices are in the two Federal Reserve cities 


in California: San Francisco and Los Angeles 


BANK OF AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings Association, a National Bank, and 


Bank of America, a California State Bank, are identical in ownership and management 


55 
Be 
Prec 
Hee 
| 
| 
| 
| 
| 
| 
| 
| 


AMERICAN BANKERS ASSOCIATION JOURNAL, September 1932 


Railways vs. Busways 


and Truckways 


(CONTINUED FROM PAGE 21) 


express. Their service in so far as it 
concerns general freight is in fact an 
express service designed to serve where 
speed and personal handling are es- 
sential. 

Regulation of road haulers is also 
necessary in the interest of a normal and 
regular flow of traffic of all kinds of 
commodities entering into the complex 
life of modern times. It would appear 
to be only the part of good sense to es- 
tablish reasonable regulations and co- 
operation between the various types of 
transportation so that the ruinous com- 
petition not only between the different 
types but also between the many units 
of the different types should cease, and 
each type have profit. 

Although the competition from air 
lines, water carriers, pipe lines and 
power lines is considerable, the road 
haulers constitute the railroads’ bitter- 
est competitor. Emphatically they have 
a place, and a very important one, in 


the transportation scheme. They are 
just now beginning to find themselves. 
In this settling process, however, they 
should not be permitted to wreck the 
entire transportation structure in order 
to bring lowered costs in the carrying 
of a few items. 

The crisis in transportation affairs 
is not limited to the people who ship 
and receive commodities, or to those 
who travel, but also to those who hold 
railway securities. Their number is 
legion. Possibly 1,000,000 persons in the 
United States are stockholders in Am- 
erican railways. The number of bond- 
holders cannot be estimated, because 
few bonds are registered. Most of them 
pass from hand to hand. There is scarce- 
ly any doubt but that the number of 
bondholders greatly exceeds the number 
of stockholders. 

Many persons who have no direct 
ownership of railroad stocks or bonds 
have an interest in them. These stocks 


and bonds secure their deposits in 
banks. The popular interest does not 
stop here. Insurance companies, founda- 
tions of many kinds, hospitals, colleges 
and universities, and investment trusts 
all have as a backlog railroad bonds, 
The 52,000,000 savings depositors in 
the banks of the United States look to 
the welfare of the railroads for the 
security of their $28,000,000,000 in de- 
posits. The 68,000,000 individuals car- 
rying life insurance policies in the 
United States lean heavily upon the 
railroad bonds for the payment of the 
funds which will help them in their 
old age or assist their dependents along 
a not too charitable road. 

The funded indebtedness of the rail- 
roads, represented by bonds of various 
kinds, totals substantially the same sum 
as that borrowed from the United States 
during the World War by the Allies, 
excluding Russia, and the interest on it 
until these debts were funded. Popular 
interest in the foreign obligations to us 
has been at white heat for the last de- 
cade. When once the savings depositors, 
insurance policyholders, and those de- 
pendent upon foundations realize the 
imminent danger of loss which may ac- 
crue through the failure of Congress or 
of the regulatory bodies to safeguard 
the rate structure in transportation, 
there will be a day of reckoning. It is 
inconceivable to think of a situation, 
bad at present, being allowed to con- 
tinue indefinitely. 


Wheat—from 


Winnipeg West 


(CONTINUED FROM PAGE 26) 


But 1929, with its growing depression, 
witnessed a drying-up of European pur- 
chasing power, not only for wheat but 
also for other commodities. 

At the same time the bumper crop of 
1929 in Europe precipitated extreme 
tariff action by the governments of the 
three major wheat importing countries 
inorder to protect their farmers from the 
lowering of prices due as much to uni- 
versal price recession as to the bumper 
supply. Germany had huge reserves of 
rye and cut down her wheat consump- 
tion through the adoption of measures 
on behalf of rye and wheat producers. 
France had a surplus of wheat and put 
on export subsidies. Italy had a small 
deficit as far as wheat was concerned. 
All these countries raised their wheat 


new yorx cenrea, tariffs in 1929 and again in 1930. 


This view inside the cab of a railroad engine inspires greater respect for the en- 
gineer and a better realization of the tremendous equipment investment of the 
carriers. Gauges and gadgets, gadgets and gauges. Each is there for a purpose 


The 20th Report of the Imperial Eco- 
nomic Committee, entitled ““The Wheat 
Situation 1931”, further describes, as 
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follows, the Canadian marketing posi- 
tion from 1928 to 1931: 


“Throughout the crop year 1928-29 the 
Pool in common with private dealers in 
Canada, was faced with a difficult market- 
ing problem. The crop was the largest ever 
harvested in Canada and was characterized 
by an exceptional percentage of the low 
grades—No. 3 wheat and below. The 
market was weak throughout the year and 
it is the low grades which in such circum- 
stances are as a rule most difficult to sell. 

“Conditions in 1929-30 did not improve. 
The anticipations widely held in North 
America in the summer of 1929 that world 
wheat prices would improve in the autumn 
owing to the smaller harvest of that year 
were not fulfilled. Moreover, the Argentine 
crop proved to be very much larger and 
of better quality than was expected and 
European millers were able to use in their 
mix smaller proportions of Canadian wheat 
than had been anticipated. In the following 
year Russia came on the market on a large 
scale.” 


The results of the foregoing were 
written into the official records on July 
31, 1931, when it was estimated that the 
carryover of Canadian wheat amounted 
to 140,000,000 bushels. This, although 
far below the official estimate for carry- 
over in the United States, was much 
above normal and had a similar psycho- 
logical effect upon the market. 


RUSSIA’S CONTRIBUTION 


MENTION has just been made of 


Russia’s contribution to the Canadian 
wheat problem. Upon a market for 
which ample supplies were available 
elsewhere, there were pressed in the 
“wheat year” of 1930-31 about 112,- 
000,000 bushels of Russian wheat, be- 
cause the Soviet government urgently 
needed funds to pay maturing credits 
for equipment and services imported in 
connection with its gigantic plan for in- 
dustrializing the country. In a double 
sense Russia’s progress with her Five 
Year Plan contributed to the world 
wheat surplus in 1930-32. 


CANADIAN COOPERATION 


NOW from all that has been said it 
should be clear that Canada’s wheat 
problem is only one unit in an interna- 
tional situation. Canada enjoys certain 
advantages in the growing of wheat, but 
it is wrong to suppose that any other 
country, although growing wheat in- 
ferior to the Canadian variety, will vol- 
untarily stop producing it and import 
from Canada only. The rural popula- 
tions in such countries might be faced 
with immediate ruin if they could not 


grow wheat. It is therefore in Canada’s 
interests to co-operate whole-heartedly 
in any attempts that may be made to 
alleviate the present international con- 
ditions. 
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O.. conversations with 


upstate Marine Midland banks are 
more often punctuated with first 
names than with sirs and misters. 
We know these men and their 
problems intimately. We have 
a deep understanding of their 
needs, functions, and relations 


with the industries they serve. 


The compass marks 
the birthplace 


OF A NEW CORRESPONDENT SERVICE 


Upon this profound knowledge, 


we have rebuilt our service to cor- 
respondent banks. If you are seek- 
ing representation in this city, we 
should be glad to explain our ser- 


vice to you. 


The Marine Midland Trust Company 
of New York 


Main Office: 120 Broadway, New York City 


MEMBER OF THE MARINE 


MIDLAND GROUP OF BANKS 


There are Marine Midland Banks in these New York State Cities: 


NEW YORK CITY e 


TROY MALONE WATERTOWN e 


BINGHAMTON 


JOHNSON CITY CORTLAND ENDICOTT e ROCHESTER BATAVIA ALBION e 


NIAGARA FALLS MEDINA LOCKPORT 
WANDA e BUFFALO EAST AURORA SNYDER LACKAWANNA JAMESTOWN 


TONAWANDA NORTH TONA- 
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Minneapolis—BANKS AND CITIES 


(CONTINUED FROM PAGE 31) 


burn mill in 1878 created an emergency, 
but the money was advanced and the 
mill was at once rebuilt. 

In spite of the tremendous rise of 
flour milling, the lumber industry had 
such a start that it continued to lead 
flour production in value throughout 
the 70’s. The saw mills were not as 
costly as roller mills, but the business 
had to be financed from the felling of 
the trees to the distribution of the lum- 
ber. 

Three new banks of that period as- 
sisting in mill and railroad building 
were the Minnesota Loan and Trust 
Company, founded in 1883 and now 
affiliated with the Northwest Bancor- 
poration; the Minneapolis Loan and 
Trust Company, organized in 1888, now 
associated with the First Bank Stock 
Corporation and known as the First 
Minneapolis Trust Company; and the 
Marquette Trust Company, founded in 
1889 and still in operation. 

Flour milling rose from 7,000,000 
barrels in 1890 to 16,000,000 barrels in 
1900. Lumber production increased 
from 344,000,000 feet in 1890 to 500,- 
000,000 feet in 1900, and then gradually 
declined as the pine forests were ex- 
hausted. 


TODAY’S INDUSTRIES 


TO-DAY Minneapolis is still supreme 
in the production of flour. Her elevators 
have a capacity of 66,000,000 bushels 
of grain. And her mills have a produc- 
tivity of 78,000 barrels of flour daily— 
material for about 30,000,000 pound- 
loaves of bread a day, or enough for 
one to each family in the United States. 

The linseed oil business has also been 
developed there until Minneapolis is 
said to be the largest producer of lin- 
seed oil and cake in the world. 

The dairy business has grown until 
Minneapolis is one of the greatest butter 
and powdered milk producing centers in 
the country. 

In returning goods for raw materials 
that have come in from the farms, 
Minneapolis has become one of the 
great manufacturing, wholesale and re- 
tail cities of the Northwest, and the 
center of its railroads, automobile high- 
ways and aviation. 

But flour mills, lumber, linseed oil 
and dairying are not the only factors 
in the growth of Minneapolis. The city 
is served by ten trunk line railroads and 
is the gateway to the Pacific and Cana- 
dian Northwest. It is the head of navi- 


The accompanying article on Minne- 
apolis and its banks, from early pioneer 
days up to the present time, is one of 
the “Banks and Cities” series which Mr. 
Manchester is writing for the JOURNAL 


* 

gation on the Mississippi River. And 
with St. Paul, the “Twin Cities” serve 
an urban population of over 800,000 
persons, and a trade territory that em- 
braces Minnesota, North Dakota, South 
Dakota and Montana, and the northern 
parts of Nebraska, Iowa, Wisconsin and 
Michigan. 

Minneapolis’ manufactures include 
also motor vehicles, bodies and parts, 
knit goods, foundry and machine shop 
products, and structural and ornamen- 
tal ironwork. The city is the seat of the 
Ninth Federal Reserve Bank, and its 
1,200 factories and 1,200 wholesale 
houses have an annual business of well 
over $1,000,000,000. 

Rich in Indian lore, Minneapolis is 
proud of the Minnehaha falls made 
famous by Longfellow in “Hiawatha.” 
It is becoming more and more a resort 
center in the state of 10,000 lakes, and 
has within the city limits six large 
natural lakes and many smaller ones. 
The city owns 131 parks, and is said 
to have a playground or neighborhood 
park for every square mile of residential 
area and more than an acre for each 
100 of population. There are 56 miles of 
boulevards. The University of Minne- 
sota is located there. Minneapolis is a 
city ranking high in percentage of home 
ownership, and has an index figure for 
the cost of living which is below the 


BROWN BROS. 
A beauty spot in Loring Park in Min- 
neapolis 


average among large American cities. 

The great wheat interest common to 
all regions throughout the Northwest 
has long impelled many of the banks 
to act in harmony, and this eventually 
led to affiliated groups. 

In January, 1929, the Northwest Ban- 
corporation was formed to affiliate 
banks and security subsidiaries in that 
section of the country. On December 31, 
1931, it included 139 units, with the 
Northwestern National Bank as the cen- 
ter. E. W. Decker of Minneapolis is 
president of both this bank and the 
group. 

In April, 1929, the First Bank Stock 
Corporation was formed, affiliating 
banks in the Ninth Federal Reserve 
District. On December 31, 1931, this 
group embraced 115 units, centering 
chiefly about the First National Bank 
of Minneapolis and the First National 
Bank of St. Paul. C. T. Jaffray of 
Minneapolis is chairman of the board 
and G. H. Prince of St. Paul is presi- 
dent. 


The Federal Home 
Loan Bank Act 


(CONTINUED FROM PAGE 55) 


upon bonds and debentures will be ap- 
proved or determined by the Board 
except that for the first seven years, 
the maximum annual rate must not 
exceed 514 per cent and _ thereafter 
not exceed 5 per cent. The Board will 
provide such margins, not to exceed 114 
per cent between interest rates received 
upon advances and interest upon bonds 
and debentures, as will cover expenses 
of operation and reserves. The Federal 
Home Loan banks are made jointly and 
severally liable for the payment when 
due of all bonds and debentures. Obliga- 
tions of Federal Home Loan banks are 
made lawful investments and may be 
accepted as security for all fiduciary, 
trust and public funds, investment or 
deposit of which is under the authority 
or control of the United States or any 
officer or offices thereof. 


RETIRING OF GOVERNMENT STOCK 
WHEN the amount of capital of a Fed- 
eral Home Loan bank paid in by mem- 
bers equals the amount paid in by the 
Secretary of the Treasury, the bank 
must apply annually 50 per cent of all 
sums thereafter paid in as capital until 
Government stock is retired at par. Gov- 
ernment stock may, in the discretion of 
the Federal Home Loan bank, with the 
approval of the Board, be retired in 
whole or in part at any time and the 
Board has power, at any time, when in 
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its opinion a Federal Home Loan bank 

has available resources therefor, to retire | 
Government stock in whole or in part, | 
provided accumulated dividends have | 
been paid. The Board also has power | 
to devote some part of the reserve to | 
retirement of United States stock. | 


EXEMPTION FROM TAXATION 


ALL notes, bonds, debentures and other 
obligations, principal and interest, issued 
by the bank are exempted from Federal, 
state or municipal taxation, except sur- 
taxes, estate, inheritance and gift taxes. 
Likewise the Home Loan banks, includ- 
ing franchise, capital, reserves, surplus, 
advances and income are exempt from 
all Federal, state or local taxation ex- 
cept that real property of the bank is 
subject to state or local taxation to the | 
same extent, according to its value, as | 
other real property is taxed. | 


OTHER PROVISIONS 


IN the above we have attempted a free 
summary of the main provisions of the 
Federal Home Loan Bank Act omitting, 
of necessity, many of the detailed pro- | 
visions which cover such subjects as 
examinations and studies by the Board 
of the laws of the various states govern- | 
ing conditions under which eligible in- 
stitutions are permitted to be formed, | 
relating to land titles, etc.; provisions 
relating to examinations and reports, | 
administrative expenses and unlawful 
acts and penalties. 

We are also omitting any detailed | 
reference to the rider, which became | 
part of the Act, giving the circulation | 
privilege for a period of three years to | 
all Government bonds bearing interest 
not exceeding 334 per cent per annum. 


Eventsand Information 
Within the Association | 


(CONTINUED FROM PAGE 39) 


porations. He was formerly president ot | | 
the Citizens Trust and Savings Bank. 

James R. Page, president and di- | 
rector, California Bank, Los Angeles. 
For many years engagéd in investment 
banking. 

Dr. A. H. Giannini, chairman of the 
general executive committee, Bank of 
America N. T. and S. A. and senior 
executive in charge of the bank’s opera- 
tions in southern California. 

Ben R. Meyer, president of Union 
Bank and Trust Company, of which 
he was co-organizer in 1914. 

Orra E. Monnette, vice-president, 
Bank of America N. T. and S. A. Since 
1914 president of the board of directors, 
Los Angeles Public Library. 


I 


HE advantages of ample 


4 


resources, 


complete national and international 


facilities, and the service of experienced 


officers are available to the customers 


of this Bank. 


Guaranty Trust Company of New York 


140 Broadway 


| FIFTH AVENUE at 44TH STREET 


LONDON PARIS BRUSSELS 


CONVENTION CALENDAR 


(State Associations) 


2- 3 Wyoming Bankers Associ- 
ation, Rawlins, Wyoming 
7- 8 Maine Savings Banks Asso- 
ciation, Rangeley Lakes, 
Me. 
8 Delaware Bankers Associa- 
tion, Rehoboth, Delaware 
Massachusetts Savings 
Banks Association, Swamp- 
scott, Mass. 
Savings Banks Association 
of New York, Rye, New 
York 
3-4 Nebraska Bankers Associ- 


ation, Omaha, Nebr. 


Sept. 15-17 


Sept. 21-23 


Nov. 


MADISON AVENUE at 60TH STREET 


LIVERPOOL HAVRE 


© G. T. CO. OF N. Y., 1932 


A. B. A. MEETINGS 


(Make your plans now to attend both of 

the Los Angeles meetings.) 

Sept. 29- 10th Regional Trust Con- 

Oct. 1 ference, Los Angeles 
3- 7 A.B.A. Convention, 

Angeles 

8th Mid-Continent Trust 


Conference, Milwaukee 


1933 CONVENTIONS 


May 23-24 Oklahoma Bankers Asso- 
ciation, Oklahoma City 

June 5-6 Illinois Bankers Associa- 
tion, Chicago 

June 19-21 

June 20-22 


Oct. Los | 


Nov. 17-18 


Iowa Bankers Association 
Wisconsin Bankers Asso- 
ciation, Green Lake, Wis. 


ANTWE RP 


59 
= | Z = 
Sept. 
Sept. 
Sept. 


AMERICAN BANKERS ASSOCIATION JOURNAL, September 1932 


How Much Do Banks Pay for Deposits? 


deposit departments of the banks. 
Members of nine clearinghouses, the 
Association’s survey revealed, paid no 
more than 14 of 1 per cent on demand 
deposits, and three had split rates be- 
ginning with that figure. Twenty-one 
others said that their members were not 
paying more than 1 per cent on demand 
accounts, thus making 33 whose mem- 
bers, maintaining any rate at all on this 
kind of deposit, were paying 1 per cent 
or less. The clearinghouses whose mem- 
bers were either paying no interest at all 
or 1 per cent or less on demand deposits, 
therefore, numbered 144 or exactly 60 
per cent of the 244 reporting institutions. 
But even this does not tell the whole 
story of the saving in interest payments 
which the banks of the nation have ef- 
fected. Fifty clearinghouses reported 
that their members were deducting the 
legal reserve, ranging from 7 to 13 per 
cent, before calculating interest on de- 
mand deposits, and part of the mem- 
bers of five other clearinghouses were 
adopting this principle. In addition, it 
was found that banks belonging to five 
clearinghouses were deducting the re- 
serves on time deposits before figuring 
interest, one on savings, two on time 
certificates of deposit, 35 on deposits of 
other banks and 27 on public funds. 
The net effect of the reserve deduc- 


(CONTINUED FROM PAGE 15) 


tion, of course, is to conserve interest. 
In New York City, for instance, the 
clearinghouse directed its members to 
subtract reserves on all classes of do- 
mestic deposits before paying interest, 
with the result that the rate on demand 
deposits, while nominally 14 of 1 per 
cent, is actually 74, of 1 per cent. Thus 
it is clear that interest rates on bank 
deposits for much of the country seem 
higher than they actually are. Never- 
theless, in isolated cases demand de- 
posit rates are still quite high, even if 
the legal reserve and more besides be 
deducted. Two clearinghouses informed 
the Association that their members were 
paying 4 per cent interest on demand 
deposits, while member institutions of 
another clearinghouse were paying 4 
per cent on part of their current ac- 
counts. 

The great mass of reporting clearing- 
houses supplied information on the 
practice their members followed on free 
balance requirements and the setting of 
limits below which interest was not 
paid on demand deposits. The favorite 
minimum limit for demand deposits on 
which interest was paid was $1,000, for 
this level was maintained by members 
of 31 clearinghouses. The next most 
popular minimum was $5,000, which 
had 25 adherents. Eight clearinghouses 


BANKS PAYING NO INTEREST 


ON DEMAND DEPOSITS 


Location 


Arkansas . 
California 


Louisiana 
Minnesota 
Mississippi . 
Missouri . 
Montana... . 
North Carolina . 
North Dakota . 
Oklahoma 

Oregon 
Pennsylvania . . 
South Dakota . 
Tennessee 
Texas... 
Washington . 
West Virginia . 
Wisconsin 


No. of Reporting 
Clearing Houses 


How This Group Reported 

by States Regarding United 

or Individual Action, and 

Subsequent Losses in De- 
posits 


Loss in 
Deposits 


By Clearinghouse 
Rule (a) 


Yes 
4 Yes; 1 No 


No 
2 No; 1 Yes 
No 


(a) Or other joint action. 
(b) Exceptions on some accounts. 


stated that a $2,000 minimum limit was 
being upheld, a similar number $10,000, 
one $15,000, three $25,000 and one 
$50,000. The minimum limit for mem- 
bers of seven clearinghouses was $500, 
while others reported split sums diffi- 
cult of classification and others replied 
in such general terms as “depends on 
activity,” “arbitrary,” “generally $500,” 
etc. 

With respect to free balance require- 
ments, members of 22 clearinghouses 
gave $1,000 as their requirement, while 
three reported $500, six $5,000, six $10,- 
000, two $3,000 and one $1,000 to $125,- 
000. Banks belonging to four clearing- 
houses—one in Florida, in California, 
in Georgia and in Indiana—attempted 
to put the free balance requirement on 
a more scientific basis by stipulating a 
certain percentage of the minimum bal- 
ance. One insisted on float plus 20 per 
cent, another 20 per cent of the deposit, 
another 25 per cent or float and another 
10 per cent. 

When one leaves the field of demand 
deposits and enters into that of longer 
term deposits, be they time, certificate 
of deposit, savings or Christmas Club, 
one finds more resistance on the part of 
bankers to deposit rate reductions. Al- 
though cuts have been made here, too, 
it is apparently demand deposits that 
have borne the brunt of the effort to 
reduce expenses through smaller allow- 
ance on deposits. In spite of the high 
rate which time funds traditionally 
bear, bankers have long had a partiality 
to this class of deposit because of the 
lower reserves required against it and 
the certainty that return of the deposit 
cannot be demanded of them until a 
day which is known beforehand and can 
be prepared against. They have in- 
structed their depositors in its uses and 
advantages, and now its inflexibility is 
at times proving disconcerting. Mem- 
bers of the Federal Reserve System paid 
out 22.4 per cent less interest on de- 
posits last year than in 1930, but the 
saving on time deposits was only 14 per 
cent, as against one of 37.7 per cent in 
the case of demand deposits. 

There has been hesitation in lowering 
savings rates drastically for fear of driv- 
ing deposits elsewhere, as into mutual 
savings banks, and of allowing the pub- 
lic to lose the incentive to thrift which 
attractive interest rates provide. Yet 
where banks have done the courageous 
and at the same time the conservative 
thing in bringing time and savings rates 
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down they have, so far as the Associa- 
tion’s survey discloses, found the public 
almost invariably in a co-operative 
mood. 

Four clearinghouses reported that 
their members had lost savings deposits 
on reducing interest rates, one attribut- 


ing the cause to the fact that the sav- | 
ings bank rate was 4 per cent and | 


another to the fact that the mutual in- 


stitutions were paying 414 per cent, as | 
against 314 per cent for the commercial | 
banks in each case. By and large, how- | 
ever, the survey warrants the generaliza- | 


tion that rate reduction policies have 


not been attended by withdrawals. Nat- | 


urally those banks were most fortunate- 


ly situated which had maintained | 


flexible rates in the past, taking occasion 
fairly often to impress the public with 
the fact that safety of principal is vastly 
more to be desired than high and con- 
stant rates. 


GENEROUS TREATMENT 


BASED on averages of clearinghouses 
reporting to the Association, banks of 


the country are allowing customers 3.33 | 
per cent on savings deposits and 3.16 on | 


time deposits. On bank deposits and 
public funds the banks still are giving 
their customers generous treatment, in 
comparison with other classes of de- 
mand deposits. One would naturally ex- 
pect that, before all, the banks could 
agree upon a low schedule of interest 
for the deposits of one another. But up 
to the present this is far from being the 
case. Taking the country as a whole, 
banks are still paying an average of 


1.81 per cent on one another’s deposits. | 
It is to be expected, however, that | 


this rate problem will remedy itself as 
the interest payments on other classes 
of deposits are lowered, for clearly the 
interest which banks pay one another 
goes in part to supporting the rate on 
other kinds of deposits. 


A GOOD PRECEDENT 


THE large New York banks have just 
provided a good precedent in the matter 
of getting interest rates on bank deposits 
down to a more rational basis. A good 
many banks, of course, have rates that 
discriminate in favor of certain bank 
deposits, particularly those of savings 
banks, on the theory that these deposits 
are more stable and less subject to sud- 
den withdrawal. For years the New 
York banks have been extending this 
favorable treatment to the deposits of 
foreign central banks, but once these 
banks began to turn over their deposits 
in large volume, hauling them into the 
Federal Reserve and returning them to 


PIECES OF PAPER HANDLED 
OVER AND OVER AGAIN 


Checks are money and are handled like money. The paper you select for your 
bank checks must have stamina, strength and durability. 


Hammermill Safety Paper has all these qualities as well as fine appearance, 


writing surface and two safety features, the highly sensitized surface design and 
the watermark in the body of the paper itself. Hammermill makes only one grade 
of safety paper, the best that it can produce, made from raw material to finished 
product in one mill under the control of the finest laboratory in the paper industry. 

Checks constitute the largest item of bank stationery. The selection of the right 
check paper is important. We are ready to cooperate with any bank official inter- 
ested in obtaining facts that will assist him in selecting check paper. We have pre- 
pared a “test tube” of samples of Hammermill Safety Paper, containing full size 
sheets to be used for testing, and suggestions for making your own practical tests. 
This “test tube of Hammermill Safety” will be sent without charge to any bank 


official. 


HAMMERMILL PAPER COMPANY, ERIE, PENNSYLVANIA 


the market the next day, generally cut- 
ting down on them as gold was bought, 
the New York banks removed the dif- 
ferential in favor of these deposits. They 
were put on the same basis as foreign 
corporate deposits. The action was an 
open invitation to withdraw the de- 
posits, as the banks believed they would 
be better off without so flighty a cus- 
tomer. 

No genuine start can be made toward 
placing interest rates on the soundest 
possible basis until the banks develop 
concert of action to the full. Here and 
there a very courageous bank may take 
a lone stand against the general interest 


practice, but it is only by unity of ac- 
tion that the most valuable and all em- 
bracing results can be obtained. The 
first step is to remove harmful competi- 
tion among banks serving the same lo- 
cality, and the next is to prevent 
localities from bidding against one an- 
other for a volume of deposits that can- 
not readily be swelled enough to prevent 
one bank or set of banks from profiting 
at the expense of others. 

It is pleasing to record that the in- 
quiry conducted by the Association re- 
veals that members of only 15 per cent, 
or 37, of the clearinghouses sounded out 
have no agreement of any sort guiding 
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Please attach this coupon-to your bank letterhead: 
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Dividend Notice | 


Common Stock Quarterly Dividend No. 92 of 75 cents per share, payable 
August 15, 1932, to stockholders of record July 20, 1932. 


$6.00 Preferred Stock Quarterly Dividend No. 100 of $1.50 per share, payable 
July 15, 1932, to stockholders of record June 30, 1932. 


Dividends on the foregoing issues, as well as on all the outstanding Pre- 


ferred issues of the subsidiary companies (whose common stocks are owned 


by Pacific Lighting Corporation) have been paid without interruption since 


the initial dividend. 


PACIFIC LIGHTING 
CORPORATION 


AND SUBSIDIARY COMPANIES 


Consolidated Statement of Revenues, Expenses and 


Cash Dividends for the Twelve Months 


Ended June 30 


Gross REVENUE . 


Deduct Bond Interest 


Deduct 
Depreciation 


Deduct Operating Expenses and Taxes 


Net Income Berore Bonp INTEREST 


Net Income AFTER Bonp INTEREST . 


1932 
$47,811,201.93 
25,399,686.99 
22,411,514.94 
5,495,265.98 


16,916,248.96 


1931 
$46,703,890.91 
25,306,122.26 
21,397,768.65 
5,673,530.26 
15,724,238.39 


6,978,851.83 


Amortization 275,329.47 
Net Income Berore DivivENps ON 


PREFERRED STOCK OF SUBSIDIARIES 9,662,067 .66 


6,945,262.02 
351,326.03 


8,427,650.34 


Deduct 
Dividends on Preferred Stock of 
Subsidiaries . 
Dividends on Minority Interest in 
Common Stock . 


Net IncoME For Paciric LIGHTING 
CORPORATION . 


Dividends on Preferred Stock . 
Cash Dividends on Common Stock 


REMAINDER TO SURPLUS 


Per Share Balance Available for 


tain rates in litigation 


Dividends on Common Stock Equals . 


1,895,041.38 1,987,714.67 


413.60 817.46 


7,766,612.68 
$82,245.92 
4,825,893.00 
% 2,058,473.76 


6,439,118.21 
"832,864.10 

4,825,893.00 
780,361.11 


$4.28 $3.49 


Special Reserve (not included in above report 
of revenue) of amounts collected under cer- 


$1,470,609.85 $ 779,792.58 


| PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA ST., SAN FRANCISCO 


their action on deposits. Members of 
135 of the 244 reporting clearinghouses 
permit their interest rates to be gov- 
erned by clearinghouse rule, and mem- 
bers of 22 more have other means of 
achieving joint action. Forty-four exer- 
cise a limited supervision over interest 
rates of members. The fact that a clear- 
inghouse has jurisdiction over the de- 
posit rates of members is not in itself 
a guaranty that reasonable rates are be- 
ing maintained, but it is an important 
step in the right direction, if only for 


the reason that it provides the mechan- 
ism for quick and concerted action. 

The great strides which many banks 
have made in reducing deposit rates to 
business-like levels and the increasing 
popularity of the clearinghouse move- 
ment are two of the most significant de- 
velopments of the depression for the 
banking fraternity. The gains so regis- 
tered should be increased and consoli- 
dated in order that the banks of the 
country can be in impregnable position 
in any future emergency. 


Credit Expansion 
through Trade 
Acceptances 


(CONTINUED FROM PAGE 32) 

they are not yet a recognized medium 
of bank credit. Progress will be made 
if the business interests back of the 
present commendable effort to broaden 
the use of acceptances will educate 
manufacturers, wholesalers and others 
outside of the larger cities, to the pos- 
sibilities for the use of these instru- 
ments. They should also impress up- 
on them that notes given to close 
slow and doubtful accounts cannot be 
disguised successfully as acceptances, 
and that the seller using acceptances 
must not expect that his local bank will 
unjustifiably increase his total bank 
credit because he is adopting a sound 
plan for handling credits resulting from 
current sales. 

Bankers must not be led to believe 
that they will be required to grant sub- 
stantial open lines and also grant sub- 
stantial amounts of additional credit in 
the form of acceptances. The extent to 
which their customers may be entitled 
to bank credit may be safely extended 
in many instances if their customers will 
demand acceptances from their buyers, 
but the opportunity for expanding 
credit in this way must not be abused. 


HANDLING THE PROBLEM 


BANKERS who have not developed the 
use of acceptances among their cus- 
tomers are willing to give careful study 
to this development and to encourage 
their wider use where the customers’ 
lines of business justify a change of 
method, realizing that many smaller 
manufacturers, wholesalers and others 
could change their credit plan from 
open accounts to an acceptance basis 
with advantage to their own position 
and to their local bank. The problem 
must be approached from several dif- 
ferent angles and it is encouraging to 
find many of the larger concerns in this 
country taking the lead in this move- 
ment. If a nation-wide result is to be 
produced, the advantages to local banks 
should be definitely established through 
banking associations while the story is 
being carried to the business men of the 
country by the various agencies now at 
work on the problem, and we may ex- 
pect a sound credit expansion when 
acceptances are recognized in the small- 
er towns and cities as a liquid and mar- 
ketable bank asset and as the safest plan 
for extending credit. 

It is necessary to establish quite 
definitely in the minds of those bankers 
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who have not developed the use of trade 


acceptances among their customers, that | 


these acceptances will be liquidated at | 


maturity through the sale of the goods 
that they cover and that such accep- 
tances are not to be offered to the bank 
to cover transactions that the seller ex- 
pects will result in requests for the re- 
newal of the paper. The duty rests upon 
those encouraging extension in the use 
of acceptances to get these ideas definite- 


ly implanted in the minds of those who | 


are to offer acceptances to their local 
banks. 


How Trust Assets 
Met the Test 


(CONTINUED FROM PAGE 22) 


institutions suspended 
states like Ohio, Pennsylvania and New 
York, is about $2,500,000. 

These figures as to number of trust 
institutions suspended and amount of 
trust assets involved should not be con- 


strued as evidence of greater safety or | 


superiority in any way of banks that are 


also trust institutions over banks that | 


in populous 


teadily this bank continues 


to grow. The facilities that go 


to make its commercial bank- 


ing service convenient have 


been progressively expanded 


to keep pace with the sound 


and conservative growth of 


are not. The only point in support of | f 


which these figures are offered is that 


comparatively few of the suspended | 
banks, even though trust companies so | 
called, were trust institutions in fact. | 


THE VITAL QUESTION 


this old established institution. 


IN practice, how safe are trust assets? | tl 


This is the vital question at issue. 
The largest national bank, which was 
also a trust institution, that was sus- 
pended during 1931 was the Bank of 
Pittsburgh, N. A. It had $36,000,000 
trust assets. The receiver of the bank 
promptly placed one of his assistants 
in charge of the trust department to 
supervise the trust officer and the trust 
department employees who were re- 
tained in the service after the bank 
was closed. Mr. Gwilym A. Price of the 
Peoples-Pittsburgh Trust Company, 
who is thoroughly familiar with the way 
the trust assets of the Bank of Pitts- 
burgh, N. A., have been handled, says: 
“The income has been remitted regu- 
larly to the beneficiaries of its estates. 
Interest has been collected on trust in- 
vestments. Accounts have been filed in 
the Orphans Court covering the admin- 
istration of estates in process of settle- 
ment where the time for filing accounts 
has elapsed and the estates are ready 
to be distributed. Every dollar of the 
uninvested cash on deposit by the trust 
department with the banking depart- 
ment of the Bank of Pittsburgh has been 
repaid, because Government bonds in 


| * 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS 


CHICAGO 


* 


excess of the deposits were pledged in 
the hands of the trust department to 
protect its cash deposits. There has been 
no criticism in Pittsburgh of the han- 
dling of the trust department by the 
receiver. Were it not for the natural 
timidity occasioned by the closing of 
the bank and the necessity of selecting 
a successor, I doubt if many of the trust 
beneficiaries would have known that any 
change had taken place.” (Trust Com- 
panies, January, 1932, p. 21, at pp. 
23-24. ) 

The Comptroller of the Currency, 
speaking of all the national bank trust 
institutions that were suspended during 


1931, says “the law and the regulations 
are very specific in requiring national 
banks exercising trust powers to segre- 
gate all assets held in any fiduciary 
capacity from the general assets of the 
bank. Furthermore, uninvested trust 
funds which are deposited in the com- 
mercial or savings department of the 
national bank are required to be ade- 
quately secured by United States or 
other readily marketable securities. No 
instance has been reported where a loss 
has occurred to an estate under admin- 
istration by a national bank by reason 
of the bank becoming insolvent.” 

The largest state bank trust institu- 
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) various trustees’ duties set forth in the 
| trust agreements in the same manner as 
would a going institution, and our rec- 
| ords show that in all cases, the inviola- 
bility of trust assets has been preserved.” 
Speaking, not of the Bank of United 
States alone, but of all the suspended 
state banks and trust companies in New 
York State—28 in 1931, of which 8 had 
trust assets—the Banking Department 
of the State of New York reported on 
June 14, 1932, that, according to its 
records and so far as it is aware, “there 
have been no losses (exclusive of any 
| depreciation in the market value of trust 
| securities) to the beneficiaries of any 
| trust or estate funds which have been 
managed by a trust company or a bank 
under the supervision of this depart- 
| ment.” 


| THE “ONE IN SEVEN” 


OF the 20,747 banking institutions in 
the United States as of January 1, 1932, 


The reason so many bank burglars “get away less than 4,000, or less than one in five, 


with it” is because they plan their attacks care- 


fully. They stay away from protected banks! 


Last year bandits and burglars attacked 545 


banks! ... But in no case was one of the banks 


protected by Bankers Electric protective devices. 


We will be glad to send literature explaining 


Bankers Electric systems for protection against 


holdup or burglary. They can be installed in small 


or large banks—old or new buildings. We invite 


executives to consult with our protection experts. 


*BANKERS SLECIRIC 


tion that was suspended was the Bank 
of United States of New York City, 
which at the time of its suspension on 
December 11, 1930, had in its trust de- 
partment $25,000,000 in collateral, 
$29,000,000 in corporate bonds out- 
standing, and $700,000 in cash. Soon 
after the suspension the bank examiner 
said, “we have segregated all the trust 
assets and are performing all trust func- 
tions under the various trust appoint- 
ments as evidenced by indentures, wills, 
agreements, and other documents.*** 
The net result is that the closing of the 
bank did not affect in any manner the 


administration, execution or safety of 
the trusts of its clients.” 


A GOOD RECORD 


MORE than a year later—i. e., in June, 
1932—the bank examiner reported 
“liquidation of the personal trust de- 
partment of the Bank of United States 
is virtually complete.* ** No beneficiary, 
creator, or any other party to a personal 
trust has lost a cent of trust funds or 
income as a result of the bank’s clos- 
ing.*** We have paid trust income to 
beneficiaries, disbursed trust principal 
when so directed, and carried out the 


were trust institutions, even when there 
are included in this group those institu- 
tions which have trust powers but have 
never exercised them, even though these 
institutions may have the word trust in 
their corporate titles. Of the 2,298 banks 
that were suspended in 1931, only about 
300, or one bank in seven, had any trust 
assets (estimating for the seven states 
for which we have no figures at the same 
ratio as exists in the case of the 42 states 
for which we have figures). 


“TRUST ASSETS AMPLY PROTECTED 


THE trust assets that were involved 
in these 300 suspended banks that were 
| trust institutions in a small or large way, 
_ have been amply protected by the segre- 
| gation of trust assets, by the deposit of 
| securities to protect trust funds, and by 
| the statutory preferences given to trust 
| deposits over general deposits. Further- 
more, there has been little or no break 
in the continuity or let-down in the 
quality of service to the beneficiaries of 


~ these trusts, even while the banks were 


in process of liquidation and the es- 
tates and trusts in process of transfer to 
new administrators and trustees that 
had been appointed. 

All this bears out what the JOURNAL 
stated editorially in November, 1931. 
“The recent suspensions and failures of 
banks”, the JOURNAL said then, “‘so far 
from shaking public confidence in cor- 
porate trusteeship, have only served to 
call the attention of the public in a most 
impressive way to the safeguards and 
protections that are thrown around trust 
estates committed to banks and trust 
companies.” 


64 
[PROIECTIVe ASSOCIATION 
farce AM R iC AN “DISTRI Cr te L EGRA p H ANY. 


AMERICAN BANKERS ASSOCIATION JOURNAL, September 1932 


Behind the Bond News | 


(CONTINUED FROM PAGE 5) 


they proceed. It is probable that the 
securities markets have never occupied 
so strategic a position on the road to | 
recovery. | 

The career of the Treasury 3s of 
1951-1955, marketed last September, 
has been such as to give rise to the 
question whether it is wise for the Gov- | 
ernment to take advantage of a tem- | 
porary condition of great ease in the 
money market to load the banks down 
with an issue bearing a coupon consider- 
ably below the average cost of long-term 
credit to the Government over an ex- 
tended period. The 3s have been at a 
discount continually since they were 
originally sold. It is true that the col- 
lapse of the pound sterling within a 
week after the issue was brought out | 
and the run on this country’s gold by 
foreign central banks were events which 
the Treasury could not well have fore- | 
seen. It might be argued that if these | 
unprecedented events had not come to 
pass the 3s would have stayed at or near | 
parity for a long time. 


PENALIZING THE BANKS? 


IT could be predicted with great cer- | 
tainty, however, that the slightest hard- | 
ening in the money market would | 
drive the issue to a discount, thereby — 
creating a potential loss for the banks. 
Most of the large banks foresaw this 
possibility, for it is by now an open 
secret that they were importuned to 
make the issue a success. It would 
seem the better part of wisdom to let | 
the Government stand the expense of | 
a higher coupon than to penalize the 
banks by giving them a bond certain 
to depreciate in market value at a time 
when they most need an issue that will 
show them no loss. | 
The point in a depression when a 
government’s long-term issues begin to 
improve in price, indicating a relaxa- 
tion of the crisis of confidence, is of 
such vast importance that one wonders 
why the authorities are so zealous in 
heading off the rally. After reaching 
a high of 5.76 per cent in December, 
1920, the average yield of the Liberty 
issues began to recede in January, 1921, 
and in April of the latter year the index 
of business touched bottom and then 
began its gradual improvement. By the 
end of 1921 the yield of the Liberties 
had fallen to 4.54 per cent, and the 
Standard Statistics index of business 
had risen from a low of 67.4 in April 
to 75.9 per cent. The firmness of the 
Government issues at this time may 


Achievement 


in Public Service 


Improven service at reasonable rates to an 
increasing number of customers—this has been the 
aim and accomplishment of the Associated System. 
This achievement is recorded in the following facts: 


352,109 new customers not previously served by the 
same properties have been added since 1925. 


Service to rural areas is now supplied in scores of 
communities where none or very inadequate service 


existed before. 


$79,000,000 for new construction since 1928. Provision 
for replacement of worn-out equipment $9,754,000 


in 1931. 


17.8% increase in use of electricity per residential 


customer since 1929. 


12% average decline in rates for residential electricity 
during the last four years. 


$7,366,531 for taxes paid or accrued by Associated 


System in 1931. 


@ All these factors are evidence of the System’s success 
in providing satisfactory utility service for 6,200,000 persons 
in 3,000 communities. The Associated System offers this ac- 
complishment as an achievement in public service. ao 


FOR INFORMATION ABOUT FACILITIES, SERVICES, RATES, WRITE 


Associated Gas & Electric System 


61 BROADWAY 


NEW YORK 


well betoken the arrival not long hence 
of an improvement in business, and if 
this proves to be the case some measure 
of credit is due the Glass-Borah amend- 
ment for making the low coupon Treas- 
uries a more valuable asset to the banks. 

The foreign bond list is still suffering 
from an unusually heavy load of ad- 
versity. Confidence has been jolted anew 
in quarters that had been thought rea- 
sonably secure from the menace of tac- 
tics destructive to the primeness of 
credit. It was regrettable but not al- 
together surprising that certain Central 
European countries should fail to ap- 
preciate the great value of an honorable 


debt record and to make every effort to 
keep that record unsullied, but it was 
surprising and doubly regrettable that 
there should come out of Germany 
broad hints that negotiations might be 
undertaken to bring about a scaling 
down of interest rates of certain public 
and private obligations and even, in 
some cases, of principal. 

Most American bankers conversant 
with German affairs have not taken 
these reports seriously as yet because 
they believe such a move unthinkable 
on the part of a country as well versed 
as Germany is in the nature and func- 
tion of credit. 
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CORPORATE 


TRUST SHARES 


DIVERSIFIED COLLATERAL 
WITH LIQUIDITY 


Common stocks of lead- 
ing American corpora- 
tions make up the port- 
folio of Corporate Trust 
Shares. 

Fifteen hundred banks 
and investment houses 
furnish a ready market 
for Corporate Trust 
Shares. 

In addition, the trus- 
tee will, at any time, de- 
liver the underlying se- 
curities or cash upon the 
surrender of these Shares. 
Naturally, this increases 
collateral value. 


v 


This is a fixed investment trust sponsored 
by 
ADMINISTRATIVE AND RESEARCH 
CORPORATION 


120 Wall Street New York 


ORIGINAL 


NIGHT DEPOSITORY 


THE BANK VAULT INSPECTION CO. 
S SOUTH I8TH. STREET 
PHILADELPHIA, PA 


A. B. A,-9-1932 


There is no better way for keeping 
your directors informed about your prob- 
lems than through our Group Subscrip- 
tion Plan. Are you making use of it? 


| Commodities Are 


in the News 


(CONTINUED FROM PAGE 48) 


long been regarded as barometric of the 
foodstuffs markets and thus the recent 
rally of hog prices from $3 to $5.55 a 
hundred pounds was hailed with con- 
siderable enthusiasm. However, the low 
price of the current year was unequalled 
for a period of 80 years, and compares 
with $7 per hundred a year ago. Hog 
prices are largely influenced by the price 
of corn, which is the principal food crop 
for livestock on the farm. 

As for rubber, a steady decline from 
the peak price of $1.26 a pound in 1926 
to 214 cents a pound in June is the re- 
markable record of crude rubber. It is 
now one of the only commodities fully 
free from artificial influences of all 
kinds. Improvement in the statistical 
position of crude rubber is reflected in 
its August rise to 314 cents a pound, 
and the outlook at this writing appears 
somewhat brighter. 

Copper, tin and silver present an in- 


teresting picture in the metals markets. 
Copper consumption is virtually at a 
standstill. It is currently quoted at 514 
cents a pound in the domestic market 
and 534 cents a pound c.if. for the 
foreign trade. With the cost of produc- 
tion ranging from 6 to 8% cents a 
pound, it is easily seen that some special 
stimulus will be needed to put the cop- 
per industry upon a profitable basis. 


SILVER 


SILVER is currently quoted around 28 
cents an ounce, three cents above the 
record low. Last November the white 
metal, mostly as the result of artificial 
measures which stimulated wide specu- 
lation, rose from 26 to 40 cents an ounce. 
Silver depends for its market upon the 
prosperity of the Far East—China, 
India and the Islands of the Sea. Silver 
also plays an important part in the 
subsidiary coinage of a large section of 
the civilized world and its future price 
trend will be guided by the success of 
efforts to re-monetize the metal. 

Regarding coffee, the Brazilian gov- 
ernment burned 7,000,000 bags and de- 
stroyed a number of coffee trees in a 
fruitless effort to stabilize prices for its 
principal product. The best santos in 
the first part of August quoted at 12 
cents a pound, Rio No. 7 at 8 cents and 
Victorias at 734 cents. 

Sugar’s 100 per cent rise from 57 
| cents a hundred pounds to $1.10 fol- 
owed directly the Cuban President’s 
| edict ordering a reduction of 700,000 


tons in the volume of raws exportable 
to the United States. On all Cuban im- 
portations the duty has been fixed at 
2 cents a pound. 

Cocoa has recently enjoyed a good 
demand in the spot market from manu- 
facturers, and prices have rallied about 
50 per cent since early June. There is 
now an excellent balance between supply 
and demand, with stocks of raw cocoa 
beans in the New York warehouses 
steadily diminishing. 

Raw silk, which in 1929 sold at $5 
a pound and in 1930 at $4, has declined 
in the intervening period to about $1.12 
cents a pound. The statistical position of 
raw silk has improved steadily since the 
first week in June, as reflected in a rally 
to $1.50 a pound two months later, and 
the trade entertains the view that the 
worst in silks has been seen. 


THE FUTURES MARKETS 


COMMODITIES which have become 
the essentials of modern civilization re- 
quire for their orderly sale and distribu- 
tion a system of well organized markets, 
where quotations are readily available 
for both spots and futures. Despite the 
criticism that has been levelled against 
these “futures” markets, there is ample 
evidence that they are fulfilling a useful 
and indispensable function. 

The Chicago Board of Trade is per- 
haps the most important grain futures 
market in the world; but wheat, corn, 
oats and other foodstuffs are traded in 
on the Duluth Board of Trade, the Min- 
neapolis Chamber of Commerce and 
the Kansas City Board of Trade. In 
Chicago the contract units are 5,000 
bushels of wheat, corn, rye, oats and 
barley, 50,000 pounds of lard and ribs, 
25,000 pounds (50 bales) of cotton. 

The New York Cotton Exchange 
holds the record in the textile world 
both for volume of transactions and for 
speculative interest. The unit of trading 
is 50,000 pounds (100 bales) of cot- 
ton and 5,000 pounds of wool tops. 

Other important commodity 
changes with trading units follow: 

Chicago Mercantile Exchange: but- 
ter, 19,200 pounds; eggs, 12,000 dozen. 

New Orleans Cotton Exchange: cot- 
ton, 50,000 pounds; cottonseed oil, 
30,000 pounds. 

Minneapolis Chamber of Commerce: 
wheat, oats, rye and barley, 5,009 
bushels; flaxseed, 1,000 bushels. 

Kansas City and Omaha Boards of 
Trade: wheat and corn, 5,000 bushels. 

New York Cocoa Exchange: cocoa, 
30,000 pounds. 

New York Coffee and Sugar Ex- 
change: coffee, Rio No. 7, 32,500 
pounds; sugar, ]12,500 pounds. 
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He never broke the “bookies” 
but he nearly broke the bank 


New York Hide Exchange: hides, 
40,000 pounds. 

National Metal Exchange (New 
York): copper, 56,000 pounds; tin, 
11,200 pounds; silver, 25,000 ounces. 

New York Produce Exchange: cot- 
tonseed oil, 60,000 pounds; bonded 
wheat, 5,000 bushels. On the New York 
Mercantile Exchange the unit in butter 
is 19,200 pounds, and in eggs, 12,000 
dozen. The New York Produce Ex- 
change also maintains a broad cash 
market in foodstuffs of various kinds. 

National Raw Silk Exchange, New 
York: silk, 1,300 pounds. 

New York Rubber Exchange: rubber, 
5,600 pounds. 

Milwaukee Chamber of Commerce: 


wheat, corn, oats, barley and rye, 5,000 | 


bushels. 

Canada’s most important futures 
market is the Winnipeg Grain Fx- 
change, where the contract unit is 5,000 
bushels of wheat, corn, oats, barley and 
rye, and 1,000 bushels of flaxseed. 


Conservatism in the 


Political Scene 
(CONTINUED FROM PAGE 19) 


sion of Congress which ended in July. 
A contrary impression was created by 
chaotic conditions that arose in the 


House on two occasions, by radical pro- | 


posals brought forward but not enacted, 
and by radical speeches made. All that 


was a thing distinct from legislation | 


enacted. The legislation was without 
exception conservative. It is true that 
one measure, proposed by Senator 
Borah of Idaho and passed as a rider 
on a bill for home loan banks, looks to 
the creation of some additional cur- 


rency based on a limited classification | 
of Federal Government bonds. That is | 
an apparent but not a real addition to | 
currency by inflation. The quantity was | 


limited, the period during which the 
new currency can exist was limited to 
three years; and the measure, in actual 
operation, will not result in any net 
addition to currency. Of the conserva- 
tism of this measure, it is sufficient 
proof to say that Senator Carter Glass 
of Virginia assented to it. Senator Glass 
is utterly orthodox in his views on cur- 
rency and banking. He would no more 
assent to currency inflation than to im- 
portation of plague germs. 

Most of the relief legislation enacted 
by the recent session had a relation to 
currency and banking. Because of that, 
Senator Glass had close contact with it, 
almost supervision of it. Because of the 


E was a big boy at the track, the 

bookies boy friend, for he inva- 

riably lost. “Just once more,” he would 
say, “this time for a big killing.” 


He made a “‘ké/ling”’ all right but not at 
the track. When his company woke up, 
too late, his accounts were short $37,000. 
The company crashed. 


Outstanding among the claims against 
the company was a note for $27,000 held 
by the local bank. When the dust and the 
commotion cleared that note was just 
about as valuable as the paper on which 
it had been made. 


But the bank can blame itself. It over- 
looked the human factor. Careful in every- 
thing else, it neglected to find out whether 
the employees of this company were 
bonded. 


authority Senator Glass is in this field, 
and because of the deference paid him 
by both parties, no fiscal legislation 
deemed undesirable by the Virginia 
Senator would be likely to pass. None 
such did pass. All the legislation enact- 
ed by Congress was conservative. 

For the conservatism of this political 
year, there are several causes. 

At the time the depression began and 
during the early part of it, the so-called 
Russian “five-year plan” was much in 
the news. By a kind of intellectual in- 
fection, many radicals, some college 
professors, and many leaders of the type 
called “high-brow,” declared that the 
United States could only escape from 
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Before making loans, ' 
you check upon FIRE 
insurance — why not on 
-HUMAN insurance? 
Aman,as wellasa fire, 
can wreck a firm. 


Make sure you never make the same 
mistake. Always insist that your commer- 
cial borrowers carry adequate Fidelity 
Bonds on their employees, just as you 
now insist that they carry adequate fire 
insurance on their property. For a man, 
as well as a fire, can wreck a firm. 


FIDELITY & DEPOSIT 
COMPANY OF MARYLAND 


Home Office: Fidelity and 
Baltimore Surety Bonds 


Representatives Burglary and Plate 
Everywhere Glass Insurance 


the depression by adopting some kind 
of economic autocracy similar to the 
Russian one. To such suggestions Amer- 
ican public opinion—to some extent led 
that way by President Hoover—crystal- 
lized in a kind of defensive conserva- 
tism, a determination to go through to 
the end of our troubles conforming to 
cherished American traditions. 
Radical political movements in past 
business depressions sprang in part 
from labor. Labor in this depression, 
however, took strongly the conservative 
path. Probably one reason was the satis- 
faction of labor with a sympathetic 
attitude adopted toward it by heads of 
industry at the beginning of the depres- 
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Advantages 


...0f occupancy of the new 
30-story Girard Trust Building, 
which adjoins the banking house 
of the Trust Company, include: 
location in the center of Phila- 
delphia’s business and financial 
district; convenience in reaching 
City Hall, hotels, stores, theatres 
and transportation; modern ap- 
pointmentsand competent service. 


Attractive office suites are still available 


Rental Office Room 1500 
Telephone — Rittenhouse 2342 


GIRARD TRUST 


COMPANY 


BUILDING 


r400 SO. PENN SQUARE 


PHILADELPHIA 


237 Mavison AVE. BET. 37TH & 38TH Sts., N.Y. 


Hore, 23% 


DUANE 


Just A Block From 
THE A. B. A. 


Down Madison Avenue between 
37th and 38th Streets is New York’s 
most charming hotel. Quiet—per- 
fectly appointed—delicious food— 
and rates that are so reasonable 
you'll be pleasantly surprised. Come 
and bring your family for a night or 
a season. Mrs. Keen would like to 
send you a new, descriptive booklet. 
Write her for it. 


Under The Personal Direction of 
MRS. ALBERT R. KEEN 


UST as you have found in this issue 

of the JourNAL ideas, experiences 
and discussions of immediate value, so 
will every member of your staff be 
equally benefited by a regular reading 
of the magazine. Now, while sound 
thinking and greater knowledge are 
essential to banking success, is when 
the Journat’s Group Subscription 
Plan will be especially useful to your 
bank. May we tell you about it? 


sion. As early as November, 1929, or- 
ganized industry, with the encourage- 


| ment of President Hoover, proclaimed a 


policy to the effect that wage-rates 
should be maintained so long as prac- 
ticable. In time, wage reductions proved 
to be unavoidable. In the meantime, 
however, an appreciative state of mind 
had been created in labor circles. 
Throughout three years of this depres- 
sion there has been, not only no radical 
political movement, but no important 
strike, no calling out of troops to sup- 
press labor riots, nothing of the kind 
called “labor troubles.” In all previous 
depressions, these had been familiar 
phenomena. In this depression, when 
wage-cuts had to come, labor accepted 
them in a spirit of reason. All this con- 
tributed to a state of mind inhospitable 
to radical political movements. 


THE FARMER’S ATTITUDE 


A THIRD cause for the country’s tak- 
ing strongly the conservative path was 


| the evolution of thought among the 


farmers who compose a third of the 
country’s voting population, and have, 
because of their compactness, more than 


| their ratio of weight in political action. 
| The first reaction of the farmers to the 


depression was resentment against heavy 
taxes, especially local, state and county 


| taxes. Farmers, finding difficulty in pay- 
| ing their taxes, and threatened with 


foreclosure, saw the tax-collector in the 
role of trying to take the farmer’s land 
for the state. Against that there was 
prompt and angry resentment. The 


| farmers’ attitude was distinctly one of 


resisting aggrandizement by the state. 
It was opposite to the Russian direc- 
tion. It was in effect “less of my earn- 
ings for the state, more for me.” 
This opposition by farmers to high 
taxation, and therefore to high cost of 
government, became the strongest one 


| present type of political thought in the 
| United States. It was definitely against 


anything having the nature of state 
socialism. It was definitely anti-radical, 
strongly in the direction of old-fash- 
ioned American individualism, strongly 


| conservative. 


Advertising 


Objectives 
(By W. E. Brockman) 


(CONTINUED FROM PAGE 17) 

ters made some attempt to unite in the 
effort to maintain their deposits and 
to bring hoarded money back. Some ef- 
fective work was accomplished, yet the 
continuation of bank failures offset 
most of the good effects. 

Even with the support of the Re- 


construction Finance Corporation and 
other Governmental machinery, bank 
failures have continued: to occur at fre- 
quent intervals. Unless failures can be 
halted either through the return of 
better conditions or through the passage 
of legislation designed to strengthen the 
banking system and to enable banks to 
operate at a profit any general program 
of confidence building will be apt to fail 
in attaining its objective. 


THE DEPOSITORS 


EVERY failure adds weight to the re- 
sponsibility which the advertising man 
has today, and makes his job more dif- 
ficult. People give little consideration to 
organized propaganda designed to con- 
vince the public that “the banking struc- 
ture of the country is sound.” What the 
depositor wants to know is whether or 
not the bank where he keeps his money 
is safe and under competent manage- 
ment. The primary question today in 
the minds of the public is safety; every 
other consideration is secondary. 

If this analysis is correct, then the 
issue is clear-cut. The advertising ob- 
jective is definitely pointed toward re- 
building confidence in the management 
of the individual banks and, upon this 
confidence, rebuilding deposits from new 
money and old money hidden away in 
tea kettles, coffee pots, mattresses and 
other places. 


THE LOAN PROBLEM 

A GREAT many people are under the 
impression that because of the inaugu- 
ration of new loan policies, banks are 
restricting credit to an unnecessary de- 
gree. This thought has been somewhat 
aggravated by some of the members 
of Congress who have pointed to 
the fact that banks-were not cooperat- 
ing with the Administration in trying to 
stimulate busifiess: Banks in the North- 
west arid-other parts of the country 
should make it a special point to ad- 
vertise that they are ready and willing 
to loan money to sound, well-managed 
businesses that need money in connec- 
tion with merchandising their products. 
Banks were never intended as an agency 
to make capital loans and this difference 
should be pointed out in a clear way 
in explaining the loan policies of the 
banks today. 

The outlook for abundant crops and 
the present trend toward an increase in 
live stock prices have imbued the whole 
territory with a tone of optimism. Al- 
ready, business concerns are laying their 
plans to increase their sales efforts in 
the rural territories. Advertising budgets 
are being revised, and some of the large 
organizations are considering carefully 
the desirability of. increasing their ex- 
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penses for advertising purposes and tak- 
ing new steps to increase the activity of 
their sales departments. 

The president of our organization 
said in a public statement over two 
years ago that agriculture would lead 
the way toward prosperity. The “lowly 
hog” has done more to put enthusiasm 
and hope into the northwest territory 
than almost any other economic factor. 

There are many sound reasons why 
banks in this territory should advertise 
now, and advertise intelligently with 
eyes front on a definite goal. 

There is a very wide difference in 
banking conditions and in the attitude 
of the public toward the banks in dif- 
ferent sections of the country. The prob- 
lems in New York and Chicago are 
vastly different from those in Minne- 
apolis, St. Paul, Des Moines and other 
points in the middle Northwest. A pro- 
gram designed to suit the Chicago bank- 
ing situation may not be at all effective 
in the Northwest and may be entirely 
useless for the Pacific Coast. The extent 
of the territory and the difference in 
the viewpoint of the people, plus a wide 
difference in business conditions, give to 
each section of the country an individ- 
ual problem. 


THE TIME IS RIPE 


RECENTLY the head of one of our 
large banking organizations operating in 
this territory made the statement that the 
time is ripe for banks in the Northwest 
to increase their advertising and that 
it would be false economy not to do so. 

In my judgment, bank advertising 
today should be of such character that 
it will build confidence in the individual 
bank, and of such frequency that it will 
keep the public constantly reminded of 
its existence. 

In an exclusive article for the Wall 
Street Journal in February of this year, 
I made the following statement, pub- 
lished under the heading “Vigorous 
Bank Advertising Seen Aid to Confi- 
dence”: 

“In pursuing a policy of reducing ex- 
penditures, there has been a tendency 
with banks to curtail advertising and 
publicity expenses without proper con- 
sideration of present conditions The 
people of the country are looking anx- 
iously for leadership that will bolster up 
their confidence in the banking structure 
of the country and give them courage to 
go forward with plans for the develop- 
ment of individual business enterprises. 

“This is not a time for extravagance, 
but it is a time for judicious expendi- 
ture of advertising and publicity money 
that will restore the confidential rela- 


Title Safety and LIQUIDITY 
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title insurance. 


Governmental lending agencies, bankers and insurance companies 
generally prefer to purchase real estate securities protected by 


Our Mortgagee Title Insurance Policies insure a marketable 
title in the mortgagor, validity of mortgage and assignment, and 
protection against mechanic's liens or other defects. 

We insure titles to real estate located anywhere in the United 
States. May we send you detailed information? 


NEW YORK TITLE 
AND MORTGAGE COMPANY 


135 Broadway, New York 
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tionship which has existed between 
banks and the public in the past. By 
eliminating from advertising expense 
unprofitable forms of advertising, banks 
can make substantial savings and, at 
the same time, keep the main channels 
of publicity open. 

“A steady and vigorous program of 
institutional advertising is the need of 
today.” 

Commenting upon this statement, the 
Wall Street Journal said, “As good will 
is such a prime asset to a bank, surely 
those banks which have been steadily 
building it, irrespective of the times, 
will be the first to profit from better 
business conditions.” 


CONDITIONS IMPROVE 


BETTER businessconditions are in sight 
in the northwest territory. It is amaz- 
ing that banks have stood up as well 
as they have in this territory. 

The policy adopted by our organiza- 
tion this year has been to take our de- 
positors and the public into our confi- 
dence more than ever before by giving 
them frank and full operating state- 
ments showing charge-offs, losses, bond 
depreciation and detailed earnings. The 
banks of the entire country face the 
necessity of reestablishing the confi- 
dential relationship which has existed 
in the past between them and the pub- 
lic. This can be done only by frankness. 
The bank that does not admit losses 
and charge-offs under present condi- 
tions will arouse suspicion and break 
down confidence to a greater degree. 
It is a job for each individual bank and 
cannot be done on a nation-wide, co- 
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BACHELORS 


Large, light, airy, comfortably furnish- 
ed apartments of 1 or 2 rooms with 
bath and open fireplace, Complete ser- 
vice. A bank executive’s home of dig- 
nity and quiet for work or rest. In the 
heart of everything. Excellent cuisine. 
Reasonable. Write for descriptive folder 
or call Mrs. Albert R. Keen, VAnder- 
bilt 3-2233. 


TRANSIENT OR RESIDENTIAL 


The Mansfield 
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operative basis. 

Taking into consideration the increase 
in postal savings deposits, the amount 
of money hoarded, the general loss of 
confidence in banks, and the prospects 
for good crops and better times this 
fall, it would seem entirely logical that 
banks should undertake, now, aggressive 
advertising and publicity campaigns 
that will bring money back into the 
banks and reestablish confidence in 
their management. 


Advertising 


Objectives 
(By Ray A. Ilg) 
(CONTINUED FROM PAGE 16) 


Bank advertising of this insurance 
type is aimed at three targets—deposi- 
tors, stockholders, and the great _mass 
of people who control public opinion. 
This" “means institutional copy" which 
will strengthen the confidence of de- 
positors and stockholders and which 
will mold the opinion of the public in 
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What the JOURNAL offers 


ADVERTISERS who use the 
AMERICAN BANKERS ASSOCIATION JOURNAL 
buy it as a direct route to a concentrated, 


high-influence group of readers. 


If your bank wishes to talk to every 
worth-while correspondent bank account, 
there is no better way than through the 
JourRNAL’s pages. If you seek to place the 
message of your bank before companies with 
sizeable local balances, here too, the Jour- 


NAL can help you. 


First—the Journat reaches 15,000 
banks representing 94% of the banking 
capital of the country—second—there are 
approximately 18,000 additional subscrib- 


ers among senior bank officers and bank di- 


to ADVERTISERS 


rectors. These men are executive heads of 
the most important companies and corpo- 


rations. 


Consider these facts when your bank’s ad- 
vertising program is under discussion, for 
the JoURNAL’s advertising rate is extremely 


low—its influence extremely high. 


Remember also, that the companies in 
which you are director or directing head 
must make every advertising dollar go 
further than ever before and the JouRNAL 
can be helpful to them too, as it is already 
being helpful to scores of other companies 


right now. 


Let one of the men listed below bring you 


the facts today! 


> 


AMERICAN BANKERS 


Association 


JOURNAL 


22 East 40th St. New York 


ALDEN B. BAXTER, Adv. Mgr. New York 
J. Howarp SNow New York 
Robert W. KNEEBONE, 230 No. Michigan Ave., Chicago 
R. J. Brrcw & Co. Los Angeles and San Francisco 


HE Journat has made stud- 

ies of banker influence in 
many fields. Perhaps we have facts 
and figures that would assist great- 
ly in solving some particular prob- 
lem for you. Do not hesitate to 
write us at any time you believe we 
can be helpful. 
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general. This great mass must be con- 
sidered as one of the main objectives in 
advertising programs even though there 
is not the remotest likelihood of their 
ever doing business with the bank that 
is advertising for their benefit. 

The problem of advertising strength 
to these various audiences will be at- 
tacked in many different ways. Our 
particular methods of meeting the prob- 
lem may be of interest. 


OUR METHODS 


TO help mold the opinion of the mass 
and to further the loyalty of our own 
depositors we have combined an exten- 
sive outdoor advertising campaign to- 
gether with our newspaper, publication 
and direct mail schedules. No one type 
of advertising seems to us capable of a 
complete job—but the combination, we 
hope, will accomplish our purpose. 

The newspaper campaign is a com- 
bination of straight institutional ad- 
vertising coupled with an effort to show 
how the bank is thinking. We try to 
show that we are well abreast of the 
times—that problems in business cre- 
ated by this period are continually 
studied by our staff—that our strength 
lies not only in our liquid condition and 
the loyalty of our depositors, but also in 
the tempo of action and thought of our 
institution which is constantly aware 
of current conditions. 

Our mail campaigns are directed for 
the most part to customers and stock- 
holders. Keeping them posted on the 
progress their institution is making 
seems to us one of the most important 
phases of advertising under present con- 
ditions. Customers and stockholders are 
always interested in a statement of con- 
dition. 

The outdoor campaign is purely in- 
stitutional, carrying two words—‘‘Out- 
standing Strength.” Its task is to keep 
the name of the bank continually be- 
fore the mass of the people. It must 
make them think in this sequence— 
Bank—Shawmut—STRENGTH. 

Our publication advertising is direct- 
ed to customer banks. They look upon 
strength as the first qualification in the 
selection of a depository. 

In summary I can say that the re- 
quest for an opinion on this question, 
“What Should Be the First Advertis- 
ing Objectives for New England Banks 
This Fall?”, can be answered as follows: 
Think of advertising as insurance. Ad- 
vertise not for new business but rather 
to build and retain the loyalty of pres- 
ent customers. Advertise to mold a 
feeling of secure confidence in your in- 
stitution by your entire community. 
Strength and security-are the keynotes. 
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SEVENTY MILLION DOLLARS 


Now We Offer to Bankers 
Faraday-Padua VaultSystem 
With Grade “A” Listing 


\ a background of many 


years’ experience in the 
field of bank hold-up protection, 
we have developed the new Far- 
aday-Padua Vault Alarm System, 
recently granted Grade “A” 
Listing by the Underwriters’ Lab- 
oratories. 


The new features in the Sys- 
tem present some far-reaching 
advances in equipment of this 
type. Now, the combination of 
our new Vault System and our 
well-established Padua Hold-Up 
Foot Units provides complete 
improved burglar protection. 


Let us tell you how we can 
serve the needs of your bank. 


PADUA Hold-Up Alarm Corp. 
98 Seneca Street Cohoes, N. Y. 


Your Directors and 


the New JouRNAL 


Better informed bank directors mean 
better banking and better banking 
profits. One of the major objectives 
of the new JourRNAL is to give mem- 
bers of your board facts and ideas 
that will increase their value to your 
bank. Our Group Subscription Plan 
allows you to supply them with the 
JOURNAL at small cost, including free 
copies of “Bank Directors, Their Legal 
and Moral Responsibilities”. Ask for 
particulars. 
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How Many Can You Answer? 


These questions were taken verbatim 


from the examination requirements 


of the American Institute of Banking 


1. E is the holder of a note made pay- 


able at the First National Bank of 
his town. B, C, and D are indorsers 
and A is the maker. All of the par- 
ties live in the same town. 

(a) What should E do when the 
note matures? 

(b) What would be the result if E 
should fail to present the note to A 
for a week after it becomes due? 


. (a) Explain the difference between 
value and price. How is each de- 
termined? 

(b) Explain the difference between 
normal price and market price. 


. (a) What is commercial paper? 
(b) Briefly discuss the method of 
handling such paper. 


. (a) Discuss the general points that 
might govern the policy of a bank 
in making loans and soliciting new 
business. 

(b) Why are balance requirements 
an important factor? What relation 
does this factor have to the line of 
credit and to interest rates? 


. Explain the following statement: 
“When a tax is levied on a corpora- 
tion, the ultimate burden is gen- 
erally believed to fall on the stock- 
holder or bondholder.” 


. What happens if a trustee mingles 
the trust fund with his individual 
property? 


7. (a) Explain what is meant by 


“transit” checks. 
(b) Discuss the work of the transit 
department. 


. A is insured for $100,000. He dies. 
Is his life insurance subject to the 
federal estate tax? 


A and B, partners, sell out 
their business and take in ex- 
change a certificate for 100 
shares of stock in the X Cor- 
poration made out to A and 
B as tenants in common. A 
dies, and B thereafter pre- 
sents the certificate to the 
company, asking for a trans- 
fer of forty shares in the 
name of the executor of A’s 
estate and sixty shares to 
himself. What documents 
should the secretary of the 
company require before mak- 
ing such a transfer? 


. The guardian of a minor purchased 


an undeveloped mine, borrowing 
the money out of funds in his bank 
as guardian of a minor making out 
notes to the estate of the minor. The 
guardian offered the full amount of 
the money invested in the mine, in- 
creased by 6% interest, the legal 
rate in the state. The minor refused 
to accept the money but instead de- 
manded the mine and the dividends 
earned while the mine was in the 
guardian’s possession. The minor 
admits that he would not accept 
the mine had it not been successful. 
What are the rights of the guar- 
dian? May he hold the mine by the 
payment in the manner described 
above? Give your reasons. 


. A executed his promissory note, due 


April 1, to B, who indorsed to C, 
who in turn indorsed to D. On 
April 1, D presented the note to A, 
who refused to pay, and on that 
day D notified C by mail of the dis- 


16. 


17. 


honor. Through delay in the mail, 
C did not receive the notice until 
April 6; but on that day C mailed 
notice to B, who received it on 
April 7. On April 5, D also sent 
notice by mail to B, who received 
it on April 6. D sues B and C on 
the note. C defends on grounds that 
he did not receive proper notice. 
(a) Is C’s defense good? Give rea- 
sons. 

(b) B also defends on the same 
ground. Result? Why? 


. Distinguish between the duties of 


a transfer agent and a registrar. 


. (a) What are the outstanding pro- 


visions of the law under which the 
railroads are now operating? 

(b) What is the present status of 
(1) pooling? (2) railroad consoli- 
dation? (3) settlement of railroad 
labor disputes? 


. Briefly discuss the characteristics 


which a good monetary system 
should have. 


. (a) The A B C Company shows 


charge sales for 1930 amounting to 
$720,000. Its receivables on Decem- 
ber 31, 1930 amounted to $84,000. 
How many days’ sales do receivables 
represent? (Use 360 days to the 
year, showing your calculations.) 
(b) Assume that the terms of sales 
are net 60 days. Is the condition 
satisfactory? Give your reason. 


. (a) Define the following terms: de- 


preciation, depletion, obsolescence. 
(b) Show how and why a steam 
power plant operating its own coal 
mines should take each one into 
account. 


(a) Define the two forms of bills of 
lading. 

(b) Explain their use as collateral 
to a loan. 


(a) What sort of information does 
a bank want before granting a firm 
a line of credit? 

(b) What are the general sources 
of such information? 
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